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TUESDAY, MARCH 25, 1958 


House or REPRESENTATIVES, 
Com™iTrEE ON ForerGN AFFAIRS, 
Washington, D. C. 


The committee met in executive session, at 10:30 a. m., in room G-3, 
United States Capitol, Washington, D. C., Hon. Thomas E. Morgan 
(acting chairman) presiding. 

Acting Chairman Morean. The committee will come to order. 

We have a continuation of our hearings on the mutual security bill 
for 1958. 

We have the honor this morning to have Gen. Lauris Norstad, 
Supreme Commander, Allied Powers, Europe. 


STATEMENT OF GEN. LAURIS NORSTAD, SUPREME COMMANDER, 
ALLIED POWERS, EUROPE 


General Norstap. Mr. Chairman and members of the committee, 
it is a pleasure for me to appear again before the House Foreign Affairs 
Committee and a distinct privilege to speak to you about the Mutual 
Security Act of 1958 against the general background of my responsi- 
bilities in Allied Command Europe. My association with NATO and 
the defense of the European area of NATO, in one aspect or another, 
has continued uninterrupted since the very beginning of the organiza- 
tion. I have had, therefore, a good opportunity to see the results of 
American military assistance programs at work, and have been in a 
position to form some estimate as to their value. 

My conclusion, drawn from this experience, is that no American 
dollar has given us more defense than the dollar spent on our military 
assistance programs. 

For, in addition to the actual strength that has thus been added to 
the military forces of our allies, our assistance program has served as 
a catalyst to make possible a much greater effort by those allies to 
increase their military strength through their own means, and has 
given them new hope and greater confidence. I should like to tell 
you, briefly, how the strength of Allied Command Europe has de- 
veloped and thus place in proper perspective my comments on the 
Mutual Security Act, especially as it relates to my command. 

The purpose of all agencies and activities of NATO—perhaps par- 
ticularly the NATO military organization—is stated clearly in the 
North Atlantic Treaty itself where it says that our countries and our 
peoples ‘‘are determined to safeguard the freedom, common heritage, 
and civilization of their peoples” and “‘are resolved to unite their efforts 
for collective defense and for the preservation for peace and security.” 
I cannot emphasize too strongly our devotion to this purpose. 
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There have been three important phases in the development of the 
military forces required to carry out this NATO objective. Each of 
these phases resulted from the necessity for keeping the forces up to 
date and on a realistic basis, in consonance with the threat that con- 
tinues to face us and our own abilities to meet this threat. 

The first key point was represented by the decisions taken at the 
Lisbon Conference in 1952. The military requirements set up at 
that time were based almost entirely upon conventional forces and 
arms and were therefore very large. 

The second point came in 1954 when NATO revised its plans and 
programs to take into account two factors: 

First, a realization that the NATO nations could not maintain on a 
continuing basis the level of effort envisaged at Lisbon; second, and 
even more important, the knowledge that nuclear weapons would 
become available in sufficient quantity and in types appropriate to 
the mission of defending the European areas of NATO. 

The 1954 strategy took into account the weapons that would be 
available over the period of the next several years, thus permitting 
the Lisbon manpower goals to be reduced very substantially. Your 
committee is familiar with the plan so I will not go into its particulars. 

Now we have come to the third turning point in our planning. More 
than a year ago we started another detailed examination of future 
requireménts. This has now resulted in a new long-range plan, which 
we at SHAPE call our ‘‘minimum forces study.”’ 

In general this study proceeds logically from, but progresses beyond, 
the 1954 plan. It takes into consideration the changing character of 
the threat as well as the new weapons that will become available over 
the next 5 years to defend against that threat. 

Because the defense aspects of the mutual security program you are 
considering relates directly to these NATO plans and are essential to 
their success, I should like now to discuss the broad basis of our future 
planning. 

Our mission has remained essentially the same since the very 
beginning of NATO: 

1. To prevent war. 

2. To defend the peoples and territories of the allies if attacked. 

This first task—the prevention of war, has added considerable 
weight to the term ‘‘deterrent”’ and has increased the importance of 
the forces and the plans necessary to accomplish this vital function. 

The deterrent consists of two major elements: The retaliatory or 
heavy strategic forces, and the shield. Because the bulk of the re- 
taliatory forces lie outside of my command, I will not elaborate upon 
them. In general, they consist of the United States Strategic Air 
Command, the United Kingdom Bomber Command, and certain 
naval forces. I should state, however, that all of our planning efforts 
in Allied Command Europe are based on the conviction that these 
retaliatory forces are and will remain effective. 

The shield forces are the army, navy, and air forces directly. respons- 
ible for holding the forward line of NATO territory. I should like to 
emphasize that these forces are not conventional forces. Although 
they retain a conventional capability, they have the best and most 
modern equipment, including nuclear weapons, which takes them out 
of the conventional category. 

I should add, also, that these forces can reach their maximum 
effectiveness—and they must have such an effectiveness because of 
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their minimum character—only when operating as part of a team 
which includes the retaliatory forces as well as the very substantial 
strike forces now assigned to our NATO command. 

The shield has three tasks: 

1. To complete the deterrent. 

2. To give military and political flexibility. 

3. To defend NATO if attacked. 

The first task, in our opinion, is the most important because it 
directly supports the most significant aspect of the mission—the pre- 
vention of war. If, as I fonts believe w il be the case, the retaliatory 
forces continue to be slbvelines; the dangers of a deliberate large-scale 
attack will be minimized. 

We must then be attentive to other circumstances which might 
give rise to a major war. In so doing, we cannot escape consideration 
of the very sensitive forward line of the NATO countries in Europe. 
It is our view that the existence on this line of effective forces, in 
adequate strength, will serve to prevent an incident from occurring. 

Without such forces, a border incident could occur; the Soviets or 
their satellites might well be tempted, under certain circumstances, to 
undertake a probing operation, designed to gain some political ad- 
vantage. But if effective defending forces exist, the potential ag- 
gressor must consider not only the capabilities of the shield, but also 
the fact that his use of substantial strength against it would bring into 
play all of our other forces—including the Deary retaliatory forces. 
Thus, the key function of the shield is to bring into play all the forces 
and factors which constitute the overall deterrent. 

The second function of the shield—to give military and political 
flexibility—is very closely related to the first but has some distin- 
guishing characteristics which place it in a separate category. If 
the forward line is held by token forces, or not held at all—and in this 
context it makes little difference which—our complete reliance must 
be placed upon the use of the ultimate capability, and there would be 
no choice between everything and nothing. 

I am not suggesting that there could be limited wars in this critical 
frontier of the alliance. My own feeling is that it would be extremely 
unlikely that any serious incident could be limited. My point is 
rather that by having the means of dealing effectively with an incident 
short of all-out attack, we discourage such incidents from occurring. 
Thus, in its second function, the shield contributes to the deterrent 
but, in addition, gives us what I consider absolutely essential military 
and political flexibility and maneuverability. 

The third function, on which I need not dwell, is our obligation to 
provide for the defense of the people and territories of NATO. This 
is the traditional role. We believe that the shield, working in con- 
junction with the other forces, and having the rather limited aim of 
holding for a relatively short period, can give tangible evidence of our 
will and ability to defend the people and territories of NATO. 

Allied Command Europe was established in the spring of 1951, 
charged with the missions and the tasks which I have outlined. Its 
success, in the years since that time, has exceeded our expectations. 
It has created effective forces, constructed bases, and facilities, devel- 
oped command and control networks. This command started with 
almost nothing; now the attainment of its force goals is in sight. 
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The numerical strength of our army and air forces has been increased 
substantially, and when you apply the factor of modern equipment 
and weapons, their effectiveness can be multiplied many times. 

In the northern region—Denmark and Norway—and in the southern 
region—Italy, Greece, and Turkey—our goals of manpower and 
broad organizational structure have been largely achieved. 

Deficiencies—particularly in the land and air forces of the shield— 
continue in our central region, which runs from the base of Jutland 
to the Alps. Our shortage in air force squadrons there will be in 
general eliminated when the German air program is complete. It is 
now making progress and is beginning to produce squadrons. 

The most important deficiency in ground forces will be corrected 
when we receive the total of the divisions from the program of the 
Federal Republic of Germany. We have 5 of those divisions now; 
we expect to receive another 2 in the next 60 days, and the remaining 
5 will reach us on a schedule that we consider reasonable. Also, you 
will recall that the French Government found it necessary, about 2 
years ago, to redeploy some of the strength it had based in our forward 
area. Two of those divisions have not yet been restored. Although 
they are still assigned to us, and would be available to us in the event 
of aggression, they will not be in position again in the shield until the 
situation in North Africa is alleviated. 

In discussing the progress we have made toward building our shield 
forces, I have been talking about units and numerical strengths. We 
also have made important progress in increasing the effectiveness of 
these units. Although still not able fully to carry out the mission 
assigned to them, these forces are nonetheless already contributing to 
the deterrent, and would be able to give a good account of themselves 
in case of an attack. 

Past United States military assistance programs have been a 
substantial factor in providing and maintaining equipment and in 
training personnel. Although the level of military assistance for 
conventional equipment, maintenance, and training has been decreas- 
ing, continuing assistance of this type to certain of ouf allies is still 
required. This fact is reflected in the military assistance program 
which you are now considering. 

Because we have determined our force requirements on a truly 
minimum basis, we are dependent upon a substantial nuclear capa- 
bility. The achievement of such a capability is dependent upon 
having, throughout my command, the nuclear warheads readily avail- 
oa and upon having the delivery means in the hands of trained 
orces. 

Based on actions proposed by the United States, it was decided at 
the heads of government meeting last December to establish a NATO 
atomic stockpile system to fulfill the first part of this requirement. 
Warheads, under United States custody, would be released in the 
event of hostilities to the appropriate NATO Supreme Allied Com- 
mander for employment. This arrangement meets the NATO 
military requirements. 

Delivery means, at the present time, are almost entirely in the 
hands of United States forces. However, recent military assistance 
programs have started providing our Allies with modern weapons 
which can deliver atomic warheads. These programs constituted an 
important first step in extending the NATO atomic capability. The 
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program now before you proposes an increase in the number of missiles 
and modern aircraft—a necessary continuation of a phased program 
toward the nuclear posture we must attain. 

The progress I have described—the very significant progress— 
would never have been possible without American assistance. It is 
this progress, and the promise of more to follow, that prompted me 
to tell you earlier that I feel that no American dollar has yielded more 
defense for the United States and its allies than the dollar spent on 
military assistance. 

This is also the reason I feel I can confidently come before you to 
recommend favorable consideration of the bill you are considering— 
the Mutual Security Act of 1958. 

I thought that if it is agreeable I would like to proceed on much 
the same basis that I did last year and give a general background of 
support to the act by discussing the plans and programs in the very 
vital European area for which I have some major responsibility. 

As the chairman has indicated, I have made a short statement 
which is unclassified. 

(Security deletion.) 

Acting Chairman Morean. Whenever you want to go off the rec- 
ord, General, you may do so. 

General Norstap. I realize I showed you some charts last year 
- I am not going to show you the same charts again. [Security 
deletion.] 

I thought this would provide the best basis for any discussion and 
any questions you may ask and would be useful to you, not only in 
your consideration of this particular bill, but in other work that you 
are doing. 

[Security deletion.] 

Acting Chairman Morean. Thank you, General. 

Do you want to stay back there, General, or do you want to come 
up here where you can sit down? 

General Norstap. I might stand here for a moment in case there 
are some charts they would like to refer to. 

Acting Chairman Morean. General, I notice that Iceland did not 
figure in any of your charts. What role is Iceland going to play in the 
NATO strategy? 

General Norsrap. I should have mentioned earlier that I have been 
discussing my own command—Allied Command Europe—which does 
not include Iceland. 

Acting Chairman Morean. General, the press this morning carried 
an article that originated at NATO Naval headquarters in Norfolk 
about a severe cut in British Naval forces. Is that in any way going 
to weaken your Naval NATO structure? 

General Norstap. They are speaking there about SACLANT’s Com- 
mand, not Allied Command Europe, although I do have a vital interest 
in what concerns Admiral Wright, I am not qualified to comment on 
that. 

Acting Chairman Morgan. Of course, the press particularly men- 
tioned the menace of the Soviet submarines in relation with the 
reported cut in forces. General, the NATO stockpile that we have 
now in Europe; would you say it is strictly under the custody of the 
United States? 

General Norstap. That is correct, sir. 
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Acting Chairman Morean. Now, say we have a need, an immediate 
need for some nuclear weapons on the part of one of our NATO allies. 
What method do we have for delivery of that atomic or nuclear 
weapon? 

General Norstap. The decision to establish a NATO atomic stock- 
pile was taken in December by the heads of the NATO governments. 
We have now worked out the broad plans. 

(Security deletion.) 

General Norstap. In all cases, the support units will have such a 
relationship, locationwise, to the delivery units, that they could pro- 
vide the warheads just as they could now be provided to the United 
States forces. Therefore, from the standpoint of mechanics, I am 
satisfied that the military requirements can be met. 

(Security deletion.) 

Acting Chairman Morean. Thank you, General. 

Mr. Vorys. 

Mr. Vorys. General, your statement about the situation 5 years 
from now is interesting. I want to ask you about France before 
somebody else does. 

France has gotten about as much as anybody else in the past and 
they are to get more [security deletion] according to our books here 
[security deletion]. They get ammunition [security deletion] and 
they have got, according to our book [security deletion] that has 
been programed in the past, but still undelivered. 

(Security deletion.) 

Mr. Vorys. Now, why do we still have this size program for 
France, and how much of it is related to their Algerian war? 

General Norstap. Mr. Vorys, I would like to go back to your 
opening remark. We are dealing 5 years in advance. It is necessary, 
because of lead time and planning necessary, to work on that basis. 

I would like to point out, however, that we are not always dealing 
in futures. There have been some very substantial accomplishments 
during the life of NATO. We could point out the great changes in 
the attitude throughout a vast part of the civilized world since 
NATO started. You gentlemen remember the atmosphere that 
created NATO in the first instance: The Berlin blockade, the Com- 
munist takeover in Czechoslovakia, the other incidents that indi- 
cated the Communists were at that time definitely on the march. 

I would like to suggest, however, that that march, at least, has been 
arrested. There may be several contributing factors, but certainly 
one of the outstanding factors—perhaps the outstanding factor—has 
been the strength and the confidence created by this union of countries 
in NATO. 

We have hoped that the countries of Europe would join together 
to integrate their production requirements, just as military require- 
ments are now integrated. There have been some difficulties in 
doing that. One, of course, is the fact that in many of these countries 
industries were at a virtual standstill as a consequence of the war, 
and a great deal of digging out was necessary. Now, as a result of 
the heads-of-government meeting in December, there are definite 
signs of progress in the integration of production. 

There is, as you say, very substantial productive capacity in 
Europe, and we hope that, with NATO encouragement, there will be 
greater integration of production. 
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For Europe, Mr. Vorys, take lightweight strike fighters, for instance. 
They could be built in Europe and a very substantial number of them 
could be bought by our European allies. We hope this principle will 
extend to other types of equipment as well. The extent to which it 
is possible I do not know, but now there is at least a beginning. 

I think the lightweight strike fighter is a particularly good illustra- 
tion for progress has already been made with it. There is productive 
capacity for it. There has been the problem of a market, but I 
think the North Atlantic Council and the international staff can 
coordinate to provide a reasonable market, so that there can be an 
increasing amount of production by the Europeans for the European 
requirement, and, surely, we all favor that. 

Mr. Vorys. When we consider comparative progress, you have 
certainly got, to me, a discouraging command, because I think 
Europe’s comparative progress is less encouraging than it is in a lot 
of other places. 

How about the Algerian business, as reflected in what we are still 
to furnish? [Security deletion] is still to be delivered through past 
programs, and more this year [security deletion]. 

General Norstap. Mr. Vorys, as you know, France is a large 
country, occupying a very strategic position in the alliance. France 
has made commitments to the alliance that are substantial in terms 
of land forces and air and naval forces. 

Our mutual security programs have been of great assistance to 
her in raising and maintaining these forces. Some assistance is still 
required. There is the question of Algeria. [Security deletion.] 
This, in their judgment, has required moving additional forces into 
that area. 

Mr. Vorys. Well, it nearly denuded their forces committed on a 
D-day basis has it not? 

General Norstap. It has certainly reduced the strength that they 
had deployed on the forward line of NATO in Europe. But they 
intend—and have continued to express their intentions—to return 
these forces to the line. 

(Security deletion.) 

General Norstap. I am sure the French would want to do every- 
thing to keep their commitments to the alliance and to the United 
States, but the Algerian situation creates a very difficult problem for 
them. I for one cannot suggest an answer to the problem. 

(Security deletion.) 

General Norstap. Not only does it take forces away from our for- 
ward line; in addition, it is very costly to an important ally, a matter 
which cannot help but be of concern to all of us. 

(Security deletion.) 

Mr. Vorys. Thank you very much. 

Acting Chairman Morean. The gentleman’s time has expired. 

Mr. Carnahan. 

Mr. Carnawan. General Norstad, I will read briefly from your 
statement. 

In the first paragraph you speak of your experience with NATO 
and then I read: 

My conclusion drawn from this experience is that no American dollar has given 


us more defense than the dollar spent on our military assistance programs. For 
in addition to the actual strength that has thus been added to the military forces 
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of our allies, our assistance program has served as a catalyst to make possible a 
much greater effort by those allies to increase their military strength through 
their own means, and has given them new hope and greater confidence. 

The question I ask is this: Approximately what percentage of total 
expenditures for the military forces of the NATO countries does the 
United States contribute through our mutual security program? 

General Norstap. [Referring to chart called Comparison of na- 
tional defense expenditures and military aid, all MAP NATO coun- 
tries, including Germany and United Kingdom. ] These are the actual 
deliveries from 1950, and these are the countries’ contributions. 

Mr. Carnanan. And it ranges from 25.1 as the high point to what? 

General Norstap. It started out at 4.6, rose to 25.1 percent in 
1953, and then dropped down to a point where in 1957 it is 6.1 per- 
eent. This is for equipment and supplies. 

Mr. Carnanan. At the present time it is 6.1 percent? 

General Norsrap. That is correct, and because a large part of it 
continues to go to 2 or 3 countries the ratio elsewhere has dropped even 
more. Greece and Meike for example remain high for assistance, 
which would mean that the other countries are contributing propor- 
tionately much more. 

Mr. Carnanan. It looks like the average over the years would 
probably: hit around 10 percent. 

General Norstap. I think so, but I wonder if an average is really 
useful. These percentages must be considered in the context of the 
period to which they apply. You will remember 1950—I went 
overseas in that year. It was not a question at that time whether 
there was going to be a war; the question was, what month of that 
year was the war going to start? 

I give the countries that attended the Lisbon Conference in 1952 
great credit for accepting the Lisbon goals, for at that time war 
appeared much more imminent that it does today. 

It took great courage to do that. 

At the same time, I must give the United States and the Congress 
of the United States, great credit for having appropriated the money 
which led to the deliveries of this particular, critical year [indicating 
1953]. We must remember the context of that particular time. 

Now the equipment has been made available. The requirements 
are leveling off and even going down to a much lower figure in the 
NATO area. Thus I do not believe an average 

Mr. Carnanan. I believe an average has its place because I have 
to explain to my people at home and if I tell them the percentages by 
years for the last 10 or 15 years, it does not mean anything. But if 
I can say to them that approximately we have been paying about so 
much of the military costs of these countries, then it does have 
meaning and they remember what I have said. 

General Norsrap. | hope, sir, when you do that you can also 
point out it is down to 6 perc ent and dropping. I think it is an 
indication—I ask that this be done in fairness to these countries 
which are also making a very substantial effort. They appreciate 
what the Americans are contributing. I think at the same time that 
it is also very useful for the Americans to understand what these other 
countries are doing. 

Mr. Carnanan. That is all, Mr. Chairman. Thank you. 

Acting Chairman Morgan. Mrs. Bolton. 
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Mrs. Botton. General Norstad, would you tell us what contribu- 
tion Wheelus Field makes to the training of NATO pilots and so on? 

General Norstap. Wheelus Field was organized as a United States 
base [security deletion] during the war and was reactivated at the end 
of 1946. It is a central, key, strategic transport base in that area, 
It has continued as a very important transport base and, of course, 
it has other functions. It can be used as a refueling station for tac- 
tical and strategic aircraft, so from an overall military standpoint it 
has considerable importance. 

The forces in Europe have used it for gunnery and rocket training. 
For the past 7 years, squadrons from Germany and France have been 
going there to use the land and sea ranges, to maintain their gunnery 
and bombing proficiency. 

(Security deletion.) 

Mrs. Bouton. It, of course, means going out into more of Libya 
than just Wheelus Field itself? 

(Security deletion.) 

Mrs. Botton. I think it is very important for the committee to 
appreciate the extreme seriousness of this fact. 

General Norstap. The importance from a transport standpoint, 
tactical standpoint, and training. 

Mrs. Boiron. And it involves itself with the friendliness of the 
Libyan people. 

General Norstap. As you know, we have been very fortunate in 
having the very active support of the King. He has been very pro- 
American and in general the governments of Libya have taken very 
strong and very firm and I think a very courageous position on the 
side of the West. They have some difficulties, as this committee 
surely knows, because it is a new state and with a very small economic 
basis at the present time. 

Mrs. Botton. And with the British withdrawal? 

General Norstap. The British reductions, of course, have been 
very substantial. 

Mrs. Botron. They have been very substantial indeed. This is 
another fact we should take cognizance of. 

In regard to France, they have lost a good many men, have they 
not, in Algeria? 

General Norstap. Yes. Although I do not have the figures on the 
casualties, they do not loom large as war casualties go, but 

Mrs. Bouron. They have depleted their manpower in France very 
much. 

General Norstap. It costs some casualties to maintain hundreds of 
thousands of men there, which is extremely difficult, and then at the 
time of Indochina, for instance, they were losing annually, as I 
remember, about the officer output of their military schools. 

They are not doing that in Algeria, but it is costly. 

Mrs. Bouton. ‘And also, returning to something Mr. Vorys sug- 
gested, in industries, whether they can really take up the manufacture 
of [security deletion] and so on, because of their dearth of young men 
who can go into the industries. 

Genetal Norstap. I think the main problem with France has been 
recovery after the war. It must be remembered that recovery in 
France didn’t get underway until about 1948 or 1949 and then started 
rather slowly. 
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Mrs. Botton. But is it in your opinion then not true that the 
industries today are suffering from a lack of manpower? 

General Norstap. France is one of the countries that now enjoys 
almost full employment. 

Mrs. Boiron. I appreciate your justifiable reluctance to giving a 
comprehensive answer, General. But lack of manpower affects the 
agriculture of the country as well. If we look at the situation quite 
frankly it is quite possible that Algeria is really bleeding France dry 
of both manpower and money. I realize, of course, that you have 
nothing whatever to do with the decision made to support France and 
that that is a political decision and I am not going to bother you with 
any questions on that. I trust that you know the thinking of people 
in this country relative to it, and also some of the thinking of the 
friendly Arab groups in northern Africa who do not want to see France 
go down, economically or any other way. They would very much 
welcome a commonwealth or some such arrangement so that they 
could continue a very friendly and healthy relation with the French. 
They miss the things France has given them very much. 

Is that in accord with your general thinking? 

General Norsrap. Mrs. Bolton, Algeria is an extremely difficult 
subject. 

Mrs. Botton. I am well aware of that, General. 

General Norstap. After following the situation very closely for 
awhile, I thought I knew the answer. After 7 years now I am not so 
sure. 

Mrs. Boron. | think there is no answer at the moment. 

General Norstap. I[t is an extremely difficult situation. 

(Security deletion.) 

General Norsrap. I think there is a tendency on our part—and 
I have this tendency at times too—to think it is something that can 
be solved by a single decision, by a piece of paper. I do not think 
that is true. It is a very, very difficult problem. It is not a simple 
matter of somebody making a decision. It is not that easy. That 
does not of course excuse people on both sides from doing the things 
they ought to do. 

Mrs. Boiron. It does not excuse finding some of our American 
materiel in Tunisia after the trouble there. 

General Norstap. | would, of course, not defend that, Mrs. 
Bolton, but I think it is understandable, as long as that incident has 
unfortunately occurred. 

Mrs. Botton. But it does not help us any. 

Acting Chairman Morean. The gentlewoman’s time has expired. 

Mrs. Bouton. Thank you very much, Mr. Chairman. 

Acting Chairman Moraean. Mr. Zablocki. 

Mr. Zasiocki. Thank you, Mr. Chairman. 

General, it is very good to see you. I have one question regarding 
your statement on page 4, second paragraph, last sentence, you state: 

The French Government found it necessary about 2 years ago to redeploy 


some of the strength it had based in our forward area. ‘Two of those divisions 
have not yet been restored. 


Although they are still assigned to us, and would be available to us in the 


event of aggression, they will not be in position again in the shield until the 
situation in north Africa is alleviated. 


I think it is generally_understood _that if there is a war, it will be 
a short one. 
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How will the French forces be available in the event of aggression? 

General Norsrap. I believe I pointed out in my statement that 
although those forces are still assigned to NATO, they are not de- 
ployed where we would need them. 

(Security deletion.) 

Mr. Zasuockt. The concern is, will you be able to call them back 
in time in order for France to fulfill its commitment. 

General Norstap. That is exactly why I agree that timing is a 
problem 

Mr. Zasuockt. I have no further questions. 

Acting Chairman Morgan. Dr. Judd. 

Mr. Jupp. General, it is good to see you again. I am sorry that 
since you were here last time your patron, August Andresen who 
appointed you to West Point and who was always so proud of you, 
has left us. 

General, is the talk going on in our country urging the United 
States to go to the Summit and enter into a new agreement between 
Ike and Khrushchev and so on, leaving these smaller countries that 
are a part of the NATO forces sort of sitting on the sidelines, is that 
doing anything to the morale of peoples in any of the countries? Or 
is that talk something that we hear a lot about here but they are not 
hearing so much about there? 

General Norstap. They are hearing a great deal about it and in 
some countries it is an active issue. 

I would say that although there was some public pressure in the 
beginning, my general observation is that the pressure has lessened as 
a result of this deluge, this endless deluge, of letters from the Soviet— 
we have another one here in the paper this morning—and particularly 
the fact that they are not talking about anything of substance. This 
is being realized by more and more people and more and more coun- 
tries. The “y see this as a game in which the Russian aim is probably 
propaganda, because they will not talk about substance. I think that 
is becoming clear to more and more people. 

Still, there is a feeling throughout all countries that they would like 
to see something done to relieve the situation. This is a good normal, 
human feeling. I cannot blame them for that. I feel it myself, as a 
matter of fact. 

I think it is something to be commended. There are many people 
who will grasp at almost anything that will offer some reasonable hope. 
Many people are becoming somewhat disillusioned on the subject, 
because of the Soviet refusal to discuss the reunification of Germany 
and other subjects that might lead to a real settlement. 

Mr. Jupp. I appreciate that statement because sometimes our 
reporters play up the things over on that side that indicate a weaken- 
ing and perhaps the things that happen in this country are played 
up out of focus. 

I have to this day not yet received one letter, or had one conversa- 
tion with anyone in my district or any responsible person in the 
United States wanting the United States to go to the summit under 
the present Russian terms. 

Yet if you read the columnists and listen to the commentators you 


would think the country was ablaze for such a thing. I am reassured 
by what you say. 


(Security deletion.) 
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Mr. Jupp. We seem to be taking some of our best allies for granted. 
The Chinese have a saying, “The old man never sends any flowers to 
his No. 1 wife.”’ He can count on her, but No. 2 and 3 he is not so 
sure about, so he sends them flowers and candy. per aw 

Turkey and some other countries are more and more feeling that 
way, I find. 

General Norstap. I am not familiar with any criticism from 
Turkey, officially or otherwise; I have heard of none. We do a great 
deal for Turkey. I think we should do a great deal for Turkey. 

(Security deletion.) 

General Norstap. I have talked to the Turkish authorities very 
recently. I must say that I have heard no criticism of the United 
States. They hope that we will be able to help them in several fields 
and do more for them. That is not a feeling just with the Turks. 

I find the Prime Minister and the Government seem to be very pro- 
American. They are very firm and very strong. 

(Security deletion.) 

General Norstap. I would say that the Turks are very stanch allies 
and we can count on their support and I think they justify our con- 
tinued support. 

Mr. Jupp. Yes, indeed. I think attention, however, should be paid 
to any murmurings which develop and not wait until a disease is full 
blown. 

Thank you very much. 

Acting Chairman Morean. Mr. Burleson. 

Mr. Burueson. Thank you, Mr. Chairman. 

General, the chairman and Mr. Vorys touched somewhat upon what I 
take to be these assumptions with reference to 5 years’ projection 
which you have made. 

To clarify that in my mind, are the assumptions that Germany will 
meet her requirements; that France will bring back forces to meet her 
requirements; that the British will not reduce their naval and other 
forces in her desire to concentrate upon a greater nuclear force; are all 
of those things assumptions, adding up to 1963? 

General Norstap. Let me take one example. Our greatest 
deficiency in the ground forces in the central area will be corrected 
when we get the German divisions. 

(Security deletion.) 

General Norstap. Now, the Germans have given us 5 ground 
divisions besides naval forces and air forces. They are giving us 
within the next 60 days 2 more divisions for a total of 7. 

They have given us a program in which they will produce the 
other five divisions, a program we feel is a very satisfactory one. 
We don’t believe they could do this much faster than they are planning 
on doing it. They have taken the firmest and most solemn commit- 
ments to the NATO alliance to produce those 12 divisions. I for my 
part have no doubt in the world about their developing and producing 
them. Barring something that changes the whole basis of our plan- 
ning, which is very unlikely, I am confident of the German Govern- 
ment’s decision to produce not only those 12 divisions but also to 
insure that they will be good divisions. 

Mr. Buruzson. In other words, it is an assumption, but you have 
confidence in the assumption? 

General Norstap. That is correct. 
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(Security deletion.) 

General Norstap. I wish I had as much confidence in all the other 
assumptions I am forced to make in life as I have in these; I am quite 
well satisfied that we will get those divisions. 

Mr. Burueson. Mr. Chairman, just one other short question, again 
following up another colleague’s general question—Dr. Judd. 

There are some sources which I take to be rather objective and 
heretofore found rather reliable, arising from England and the Conti- 
nent, which leave the impression that NATO was about to fall apart. 

I am not asking this question but I just have an idea that you find 
that well-known tightwire many times in walking near the political 
in your command. I am not asking a political question but must you 
more or less ignore the political and go on with your planning as you 
have—again referring to the 5 years—must you do that or are you 
able to take into consideration these projections in the light of the 
political situations of which you are well aware? 

General Norstrap. In answer to your question, one peculiarity of 
this allied arrangement is that an allied military commander has func- 
tional problems which don’t normally fall to a national military com- 
mander. He has the responsibility of working very closely with the 
governments that produce these forces. So | think that I can say 
that in my contacts with the governments—not only the Defense 
Ministers but with the Foreign Ministers and Prime Ministers as well— 
that I have at least a basis for a judgment on some of these matters. 

I must say that I am in complete disagreement—in most complete 
disagreement—with anyone who says that this NATO Alliance is about 
to “fall apart.” I find that highly inconsistent with the facts as I 
know them. 

I have had 7 years of quite close contact with these countries and 
with their governments and my judgment is that the alliance is 
strong, is regarded as more necessary today by the member countries 
than it was in 1949 when NATO was established. It has the weight 
of almost 10 years of existence, and 10 years of contribution, to well- 
being in the North Atlantic area. 

I have visited Europe every year—several times every year, between 
the time I left the United States in 1944 and January 1951 since which 
time I have been over there constantly, so I have been in a good posi- 
tion to see the change. Most of you gentlemen have had the oppor- 
tunity to see this also. You know the general atmosphere that existed 
over there, the apathy, the lack of drive and interest and confidence 
on the part of the people. 

How many factories did you see working at full speed back there in 
1947, 1948, and 1949? How many houses did you see being built? 
And, most ‘significant, the look on people’s faces. In the last 3 or 4 
years there has been a miraculous change. One could say that 10 
years have passed, but 10 years alone could not bring this change. 
Something has given these people some hope, some interest in the 
future. Phat confidence and hope come from the strength that has 
been created in NATO. It has been a great factor, if not indeed the 
great factor. The United States has made a considerable contribu- 
tion and this the NATO countries recognize and appreciate. In all 
of these countries I am impressed as I go around-—as I must do con- 
stantly—I am impressed with the dedication of these people. 


21862—58— 
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Dr. Judd was talking about the No. 1 and No. 2 wives, and the 
tendency to take allies for granted. I think there is also some tend- 
ency to take NATO for granted. This, of course, has a good side as 
well. NATO is not an issue in any country. It is an accepted fact. 
It is a part of theirlives. It is a part of France, it is a part of England, 
it is a part of Germany, it is a part of Italy, it is part of Turkey, it is a 
part of all the NATO countries. When you examine into their feelings, 
you find one thing, the dedication and devotion of these people to 
NATO. All you would have to do in a NATO conference—whether 
a meeting of permanent representatives, foreign ministers or heads of 
government—is to make some suggestion that might even by the 
wildest stretch of the imagination be interpreted as downgrading the 
alliance, and you would hear a roar that could be heard across the 
Atlantic. 

There are differences between alliance members, that is quite normal. 
When things are quiet or when the threat does not seem quite so 
dangerous, that is the time we indulge ourselves the luxury of quarrel- 
ing a little bit with our neighbors. It is not an unhealthy thing. 

Mr. Burueson. Mr. Chairman, let me just say if I were going to 
make a speech on the floor on this bill I would certainly like to be able 
to quote the general. 

Mrs, Ketiy. So would I. 

Acting Chairman Morgan. Mr. Fulton. 

Mr. Furron. General, we are glad to have you here. We think 
you have made a fine statement. You have a keen responsibility for 
our country’s safety and we appreciate it. 

(Security deletion.) 

Mr. Futron. Is the position of Western Germany actively par- 
ticipating in the North Atlantic Treaty Organization a vital part of 
our strategic defense of Western Europe as well as the United States 
and the free world? 

(Security deletion.) 

General Norstap. The question on the importance of Western 
Germany—— 

Mr. Fuiron. Actively participating. 

General Norstap. The active participation of Western Germany— 
I am speaking now, and I must speak in the political context in which 
we live and work at the present time. 

Mr. Futron. Being a lawyer, may I ask that you answer it and then 
qualify it if you wish. 

General Norstap. I don’t want to qualify it. The active partici- 
pation of Western Germany in the alliance—and that means the 
availability of the forces which we have just discussed—is absolutely 
essential. It is absolutely vital to the defense of Western Europe and 
thus to the security, also, of the United States. 

Mr. Fuuron. I have another question: What effect would a com- 
plete withdrawal of the United States troops from Europe and the 
Mediterranean area and the giving up of our United States naval 
commitments including military support to the NATO member na- 
tions have on our United States and free world security? 

General Norstap. Disastrous, absolutely disastrous. There is no 
question but that from both the military standpoint, and from the 
overall psychological and political standpoints the withdrawal of our 
forces from Europe would mean to people everywhere a withdrawal 
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of the United States from the world. It would not only destroy the 
security of the world but would go a long way toward destroying 
this country as well because we would then find ourselves an island, 
an island in a hostile sea. 

Mr. Futron. This action would cause two things. The United 
States people would have then to tremendously increase our own 
defenses. Second we would have increased taxes here and a greater 
United States draft of men to defend this country because of the 
increased threat. 

General Norstap. This question of what would happen if we 
didn’t have allies has been a matter of discussion continuously since 
the end of the war. I think the view of all the experts who have 
given it consideration is that if we were alone, if we became this island 
in a hostile sea, we would have to arm to the extent of many, many 
times what we are doing at the present time. And even under those 
circumstances it would be obviously at the greatest possible dis- 
advantage. 

Mr. Futtron. What effect will the United States recognition of 
Communist China and the United States recommending her admission 
to the United Nations have on the military effectiveness of the NATO 
alliance as affecting United States and free world security? 

General Norstap. There is a relationship, but it is perhaps a little 
too remote to justify my commenting. 

Acting Chairman Moraan. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

General Norstad, it is good to see you. 

| was very interested in your remark that if the NATO alliance is 
downgraded, that there would be a roar. 

Isn't there a roar at the moment about equipping NATO with 
up-to-date weapons such as missiles? Can we see a possibility of that 
changing in this coming year? 

General Norstap. I am glad the subject came up because I think 
it is a question that should be discussed or the questions of the 
IRBM’s, the H-bomb, and the summit meeting, there has been a 
tremendous amount of talk. 

For some reason, the missile has been presented to the man on the 
street as something that is radically different from anything that has 
ever existed before, as if we had suddenly crossed the threshold into 
seme entirely new era. This is not the case. 

The missile will be able to do things which we can now do with 
means we already have. It will be an improvement, yes; but there 
isn’t any dramatic change. However, it has been presented, for some 
reason or other as something new and very striking and this has given 
rise to a great deal of debate. 

(Security deletion.) 

General Norstap. There is a very deep and legitimate concern 
about atomic weapons and hydrogen weapons. Our experience how- 
ever, so far has been that this normally subsides because in the debate 
and in the discussion, the facts come out and when that happens, 
some of the concern is relieved. 

(Security deletion.) 

General Norstap. There is very active discussion right now and I 
expect it will continue as long as the Russians can encourage it by 
sending out all these letters. I don’t expect it to stop for the time 
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being, but I think as time goes on it will become less consequential, 
and in the last analysis, I believe that all of the NATO countries will 
without doubt equip themselves with such equipment as is essential 
to provide for their own defense and to insure their proper contribution 
to the defense of NATO. 

Mrs. Keury. Since 1955 have you checked the problem of further 
withdrawal of British troops from Germany? 

General Norstap. Under the Paris agreements of 1955, the British 
committed themselves to maintain four divisions there, unless (a) I, 
as the responsible commander, said it was not necessary to have 
those divisions there, and (6) a group of experts concluded that they 
could not support them economically. 

The British did call for a group of experts to consider the main- 
tenance of forces in Germany in the face of the exchange problem as 
it applies to support costs. The experts indicated that there was a 
pretty serious exchange problem. The negotiation between the United 
Kingdom and Germany goes on to see whether or not, with the good 
offices of NATO and the Secretary General, they can’t meet the 
exchange problem. It is a real problem. 

Acting Chairman Morean. The gentlewoman’s time has expired. 

Mr. LeCompte. 

Mr. LeComprs. Thank you, Mr. Chairman. It is wonderful to 
have you here again, General. All the questions I have are very 
simple and are historical questions for the sake of refreshing my own 
memory. NATO dates back to April 9, 1949? 

General Norstad. April 4, 1949, and our SHAPE military head- 
quarters to April 2, 1951. 

Mr. LeCompte. President Eisenhower was the first—— 

General Norstap. He organized SHAPE headquarters, April 2, 
1951. 

Mr. LeCompre. And General Ridgway succeeded him? 

General Norstap. Yes; he was there for 1 year. General Gruenther 
succeeded General Ridgway, and stayed there for 3 years, and I have 
been there for a year and a half. However, I have been in Europe 
since 1951, 7 years. 

Mr. LeCompte. I have only one more question. Spain, of course, 
is not a NATO country, but we do have enormous installations now, 
and in the process of being built, in Spain. Now, those installations 
are, of course, for our part in any NATO operation, but they are purely 
a United States installation? 

General Norsrap. That is correct. 

Mr. LeComprr. The members of NATO do not have troops, equip- 
ment, and planes in there. Is General Moody in command there? 

General Norsrap. General Donovan has just taken over. They 
are just in the course of changing over. The bases were worked out 
in a bilateral arrangement between the United States and Spain and, 
although the bases would help us defend in Europe, there is no NATO 
connection whatsoever with the bases themselves. The forces of no 
other country participate. 

(Security deletion.) 

Mr. LeComprs. That is a little different from any arrangement 
we have elsewhere in Europe. 

General Norstap. It is. 
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Mr. LeCompre. Thank you, Mr. Chairman. 

Acting Chairman Morean. General, Mrs. Church had to leave and 
sent up this question: 

I cannot stay until my time comes up. Would you, if you have time, ask this 
question: (1) Since there is a general agreement that only light arms can be 
taken out of Europe by France, did you, personally, O. K. the taking of United 
States planes to Algeria? 

General Norstap. That question did not come to me for decision. 

Acting Chairman Morgan (reading): 


No. 2. If not, did the State Department give this permission. 


General Norstap. The State Department representative will be in 
a better position to answer that. 


STATEMENT OF ROBERT G. BARNES, SPECIAL ASSISTANT FOR 
MUTUAL SECURITY COORDINATION, DEPARTMENT OF STATE 


Mr. Barnes. Mr. Chairman, I think this has been covered before. 
The United States concurred in a statement issued by the North 
Atlantic Council on March 27, 1956, which noted— 
that France has found it necessary, in the interests of her own security, to reinforce 
the French forces in Algeria, which is part of the North Atlantic Treaty area. 

In a statement made on June 28, 1957, the Secretary of State said 
that military assistance is furnished to France— 

within the framework of cooperative arrangements for mutual defense. It would 
not be in accordance with the policy of the United States Government or with 
free-world interests to deny such assistance to France. 

Of the planes used in this raid, some were of French origin and 
some delivered under MAP. However, the B—26 bombers used were 
not supplied through military assistance and, therefore, the controls 
of the United States-French MDAP agreement would not be appli- 
cable. 

Mrs. Boiron. How were they provided? 

Mr. Barnes. They were purchases. 

General Norstap. They purchased surplus American equipment 
at the time oi Indochina. 

Acting Chairman Morgan. Mr. Morano. 

Mr. Morano. Mr. Chairman, thank you. 

I am glad to see you back again, General. You have made an 
excellent statement and, in answering other questions, you have prac- 
tically answered all the questions in my mind except a couple that I 
have here. How many divisions, American divisions, do we have in 
Europe? 

General Norstap. We have five. 

Mr. Morano. How many of the five are assigned to NATO? 

General Norstap. All five are assigned to NATO; that is, all the 
American divisions there are in Europe. 

Mr. Morano. They are all assigned to NATO? 

General Norstap. Yes, sir. 

Mr. Morano. Those are ground divisions? 

General Norstap. They are all American ground divisions; based 
in Germany, and are assigned to NATO. That is the United States 
Seventh Army. 
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Mr. Morano. Do you know what the average cost is to keep an 
American soldier in one of those divisions? 

General Norstap. General Guthrie, could you give the average 
costs? 


STATEMENT OF BRIG. GEN. JOHN S. GUTHRIE, REGIONAL DI- 
RECTOR FOR EUROPE, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS 


General Gururiz. $3,515 a year, wherever he is. 

Mr. Morano. I wondered how much it would cost to keep him 
where you want him in the NATO concept. 

General Norstap. I can supply the answer to that question. 

Mr. Morano. If it can be supplied for the record, I would like to 
have it. 

General Gururir. We will supply it for the record. 

(The information requested is as follows:) 

The $3,515 quoted above is an average cost of pay, subsistence, clothing and 
housing for all United States Army, Navy, and Air Force military personnel on a 
worldwide basis. The average would be somewhat higher or lower for groups of 
troops deployed in various locations throughout the world, depending on service 
and rank composition of the forces and variations in subsistence, housing, and 
clothing costs. An estimate of average cost for United States troops deployed in 
Europe would be misleading in an alternate comparison of costs for allied soldiers, 
since the United States costs for troops deployed in Europe are inseparably related 
= costs of United States troops in United States engaged in support of overseas 
orces. 

Mr. Morano. How many European divisions are in the NATO 
concept where you want them to be? 

(Security deletion.) 

Mr. Morano. Do you know the annual cost for the European 
NATO soldier? 

General Norstap. We can supply that for the record. 

Mr. Morano. In other words, if we have to pull out an American 
soldier, how much do we save when we replace him with a European 
soldier? 

General Guturis. It is on page 21 of the brown presentation book. 

(It should be noted that the figures quoted below, like those quoted 
for United States military personnel, are an average cost of pay, 
subsistence, clothing, and housing for all Army, Navy, and Air Force 
personnel.) 

General Norstap. Could you read it off? 

General Gururiz. Belgium, $1,625; Denmark, $1,320; France, 
$1,440; Germany, $1,020; Italy $837; Luxembourg, $971; Nether- 
lands, $822; Norway, $1,699; Portugal, $420; Spain, $520 (Spain, of 
course, is not a part of NATO); the United Kingdom, $1,863; Greece 
$424; Turkey, $240. 

Mr. Morano. There is an average there far below the $3,515 
that we have to pay to keep a soldier there. 

General Guturiz. The only country in the world where it would 
cost as much would be Canada, and it might even cost a little bit more. 

Mr. Morano. That tremendous additional cost would have to be 
paid by the American taxpayers to maintain that security. 

General Norstap. Your point here helps explain what I mean when 
I told the committee earlier that I felt that no American dollar has 
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given us more defense than the dollar spent on our military aid 
program. 

I know you are not suggesting this, but if anyone would gather from 
your question that it would be cheaper to have other nationals do the 
defending in the shield in Europe, it would raise the whole question of 
what would happen if you withdraw any American forces, which has 
implications of the greatest possible importance to the alliance. Also, 
there would be the question of where those other troops could be 
found. 

Acting Chairman Moraan. Mr. Fascell. 

Mr. Fasce.u. What is the relationship between MAAG programing 
and NATO force objectives, if any? 

General Norstap. The MAAG system in the NATO area has been 
brought into coordination with our plans through EUCOM. 

A year and a half ago I established a programing division of the 
SHAPE allied staff. General Besson was in charge, and he is now 
back here as Chief of the Transportation Corps of the Army. 

One of the principal purposes of establishing that programing 
division was to coordinate the MDAP, among other programs, with 
the allied force requirement. 

Now, I can’t say that every detail of every program in the past has 
reflected directly an allied requirement and only an allied requirement. 
I can say, however, that these present programs do spring from the 
NATO requirements based on the NATO military plans. 

Mr. Fasceti. At what point in the chain of command do your 
refinements enter into the military assistance program? 

General Norstap. General Besson who was the Chief of Programing 
at SHAPE is here today and would have the specific details on that. 


STATEMENT OF MAJ. GEN. FRANK S. BESSON, JR., CHIEF OF 
TRANSPORTATION, DEPARTMENT OF THE ARMY 


General Bresson. Based on our military plans, we develop military 
requirements at SHAPE. We then furnish weapons requirements to 
the United States Headquarters at EUCOM, and then EUCOM 
furnishes them back to the United States where they are taken into 
consideration in establishing the force objectives, which are established 
by the Joint Chiefs of Staff. And those force objectives then go back 
down the chain of command to the MAAG’s and are used as a basis for 
their preparation of recommended programs. 

Mr. Fasce.tu. You have anticipated my next question, the relation 
between NATO and JCS [security deletion] planning and at what 
point they enter into the program. 

General Norstap. May I give one example: for instance, the Nikes, 
the air defense missiles which are an important item in the program. 
The requirement for Nikes springs directly from allied plans. Al- 
though the type of weapon comes on the advice of the United States, 
the numbers, the countries to which they go, every detail of that 
comes from the approved allied plans. 

Mr. Fasceui. Then, as I understand it, General, when the JCS 
[security deletion] plans have been sent back down to the field and 
programs are devised, the program then runs from the MAAG to 
the country team, to EUCOM, to Washington; is that correct? It 
does not go through your headquarters. 
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General Norsrap. You are correct, except that SHAPE and 
EUCOM coordinate very closely. 

Mr. Fascre.ti. Your programing is in advance. 

General Besson. There is very close coordination between our 
headquarters and KEUCOM headquarters. We are only 15 miles 
apart, we work very closely together and we know what is coming 
out of EUCOM and they solicit our recommendations. 

(Security deletion.) 

Mr. Fascruu. I assume the French have planes other than United 
States planes in their air force. 

General Norstap. That is correct. 

Mr. Fascrtu. I also assume the Algerians have no air force. 

General Norstap. That is correct, there is no Algerian air force. 

Mr. Fascexty. Therefore, I am led to a conclusion which vou do 
not have to comment upon, that the decision was not military to use 
United States planes. 

And if this is true, and this is still my own conclusion, General, it is 
one hell of a political decision. 

Mr. Fasce.u (presiding). Mr Farbstein. 

(Security deletion.) 

Mr. Farsstein. General, will you comment on the statement I am 
about to make: Is it true or is it false: Prior to sputnik, the European 
countries depended upon us for support; for military assistance and 
defense support. 

Since sputnik, a feeling has been engendered that the Russians have 
an intercontinental ballistic missile and we don’t have one. We 
therefore must depend upon the European countries for support. 
We must come to them for help in order that we can use their bases 
for the IRBM’s. 

How has that affected, in your opinion, the thinking of the govern- 
ments of Europe insofar as the Summit Conference is concerned and 
their general political views, as it applies to this country? 

General Norstap. I wouldn’t necessarily tie this to the sputnik 
incident. The sputnik incident was not taken quite as—it was not 
so disturbing in Europe. 

Mr. Farsstern. I am satisfied to admit that, but you have the 
general thought in mind. 

General Norstap. There has been no significant change in the 
attitude of the other NATO governments as a result of the sputniks; 
they are as convinced of the need for a mutual effort as they ever 
were. There is reported from several of the countries—and I must 
say that most of this is from newspaper reports and comments and 
some public speeches in these countries—that, now that the Russians 
may have an ICBM, and we don’t have an ICBM that there may 
be a change in the character of mutual dependence within the alliance. 

Such a position has not been taken by any of the governments, 
really. You see it frequently in the press. However, it is not on a 
very sound foundation and that is why I think it is not a govern- 
mental position and does not have a great effect upon the attitudes 
of the governments towards the United States or upon any of the 
other issues being considered. 

Mr. Farsstern. Thank you very much. 
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That is what I wanted to have cleared up because I have read it, as 
you suggest, it has been thrown in my face time and again and frankly 
I didn’t know enough about it to be able to answer it. 

General Norstap. It is quite an amazing development. 

Mr. Jupp. Doesn’t Norway have any divisions or brigades? 

(Security deletion.) 

General Norstap. Behind their M-day units they do have some 
first echelon units, units that can be mobilized quite quickly in place 
and will serve a useful purpose. 

Mr. Jupp. Don’t you include them in your 30 divisions? 

General Norstap. When I was talking about the need for 30 
divisions I was talking about the center region, only. 

We have others here in Italy, Greece, and Turkey which with 
Norway and Denmark, are added to the divisions in the center to 
arrive at the overall total. 

Mr. Farrstern. General, how much of the testimony that you 
have given here this morning will remain secret? Do you think very 
much of it? Do you think you will be able to open most of it? 

General Norstap. I think that most of the questions can be 
released. I think in keeping with the past practice that a transcript is 
made available and we try to make as much unclassified as possible. 

Mr. Farsstern. I understand that, but it is my opinion that a good 
deal of the testimony that you have given here is extremely enlighten- 
ing if it can be used. 

General Norstap. We will release as much of it as possible. 

Mr. Farsstern. Thank you. 

Mr. Fasce.t (presiding). We will have a transcript right away and 
we will know what we can release shortly. 

General, I have one general question here before we close up: 
With this program that you have outlined, 1958 to 1963, I am won- 
dering how costs can go down if conventional forces and equipment 
remain about the same and we are going to phase in missiles, delivery 
units, support units, and capital requirements. 

General Norstap. I don’t think the costs can go down, unfortu- 
nately. [Security deletion.] I think that costs will be somewhat 
greater. 

Mr. Fascett. Now, we are talking about total costs as well as 
United States contribution to total cost? 

General Norsrap. I am talking total costs. It has been esti- 
mated—but it is just an estimate—that the total overall expenditures 
in the NATO area would be 10 to 15 percent higher in 1963 than in 
1957. 

Mr. Fascety. Would you hazard a guess on a generalization as to 
how soon it would be in number of years that we could eliminate out 
of NATO countries any expenditures with respect to internal security 
forces? 

General Norstap. By internal security forces 

Mr. Fascexu. I mean not allocated or earmarked for NATO. 

General Norstap. In our minimum forces study, I have ruthlessly 
knocked out everything that didn’t apply to NATO. 

(Security deletion.) 

General Norstap. We have kept the NATO forces to a minimum 
and only those are recommended for support. 

(Security deletion.) 
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Acting Chairman Morgan. At this point we will insert the state- 


ment of Assistant Secretary of Defense Mansfield D. Sprague, on the 
Nike and Hercules missiles. 


(The document referred to follows:) 


AsstisTaNT SECRETARY OF DEFENSE, 


Washington, D. C., March 24, 1958. 
Hon. Tuomas E. Morgan, 


Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. CHarrMAN: In reviewing my recent testimony before your com- 
mittee regarding the Nike-Ajax missile system, I find that an erroneous impression 
may have been inadvertently created. 

In order to correct any such impression, I have attached for the information of 
the committee, and if the committee desires, for release to the press, a factual 
memorandum on the Nike-Ajax and Hercules systems. I would hope that the 
committee would see fit to release this statement to the press. 

In view of the interest of Congressmen Fulton and Hays in this matter, I have 
taken the liberty of providing them copies of this letter and the attachment. 

Sincerely, 


MANSFIELD D. SPRAGUE. 


STATEMENT FOR THE House Foreign Arrarrs CoMMITTEE TO AMPLIFY PRE- 
vious TESTIMONY OF FEBRUARY 28, 1958, ON THE NIKE-AJAX AND HERCULES 
MissrLes Systems By MAnsFiELp D. SpraGcus, AssISTANT SECRETARY OF 
DEFENSE (INTERNATIONAL SECURITY AFFAIRS) 


Mr. Chairman and members of the committee, to clarify certain misunder- 
standings which may have arisen during the testimony given by Mr. Charles H. 
Shuff and me on February 28, 1958, in regard to the Nike antiaircraft system as it 
pertains to the military assistance program, I have secured additional supporting 
data. The following paragraphs highlight certain of the characteristics of this 
weapon. 

Nike’s furnished allied countries will consist of Nike-Hercules Universal ground 
equipment and a mixture of Nike-Ajax and Nike-Hercules missiles. The propor- 
tion of Hercules to Ajax missiles will be the same as that furnished United States 
units. 

Adoption of the improved Nike-Hercules system with its new powerful radars 
has likewise improved the performance of the Nike-Ajax, since the effectiveness of 
any air defense weapons system which includes surface-to-air missiles is critically 
dependent upon the ground control equipment of that system, and the speed 
characteristics of the missles. Both Ajax and Hercules are supersonic missiles. 

Nike-Ajax missiles can destroy all known operational jet aircraft and cruise- 
type missiles, regardless of evasive action, even when traveling at supersonic 
speeds. In test and practice firings, Nike-Ajax systems have destroyed all types 
of available high-speed jet targets. Nike-Ajax missiles will continue to be 
effective weapons for the foreseeable future. 

The Nike-Ajax system can destroy not only supersonic bombers but supersonic 
cruise-type surface-to-surface and surface-to-air missiles. A Nike battery would 
use the Hercules missile to combat targets which are beyond the effective range 
of the smaller Ajax or which would require the use of an atomic warhead; the 
Ajax would be appropriate in lieu of the more expensive Hercules for targets 
coming within its range. United States battalions of Nike-Ajax have been 
operational in Europe since the latter part of calendar year 1957. These units 
will be converted to Hercules battalions concurrently with the provision of 
Hercules to United States allies. Hercules missiles are currently in production. 

It is important to note that a Nike guided-missile installation constitutes no 
danger to the area nor to the personnel of the unit itself. Assembled missiles are 
stored underground or behind high earthen. revetments. The missile booster 
which accelerates the missile to supersonic speed falls into a predetermined 
booster disposal area. Finally, the warhead is so constructed that it will explode 
only in flight, as well as a self-destructive feature which prevents it from crashing 
and exploding on the ground. 

I am submitting the above data in order to resolve any doubts in the minds of 
the committee as to the absolute effectiveness of the Nike weapon which we are 


programing for our allies to cope with hostile attacks by all weapons likely to be 
used against us. 
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Acting Chairman Morcan. Thank you, General. The committee 
stands adjourned until 2:30. 


(Whereupon, at 1 p. m., the committee adjourned to reconvene at 
2:30 p. m., the same day.) 


AFTERNOON SESSION 


The committee reconvened in open session at 2:30 p. m., in room 
G-3, United States Capitol, Washington, D. C., Hon. Thomas E. 
Morgan (acting chairman) presiding. 

Acting Chairman Morean. The committee will come to order. 
This is a continuation of the hearings on the Mutual Security Act of 
1958 which provides authorizations for fiscal year 1959. 

Our witness this afternoon is the distinguished member of this 
committee, Hon. Albert P. Morano, and at the end of his testimony 
Mr. Morano will introduce our first witness, Mr. E. C. Hadley. 

Go right ahead, Mr. Morano. 


STATEMENT OF HON. ALBERT P. MORANO, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Morano. Thank you, Mr. Chairman. 

First, I want to express my gratitude to you, Mr. Chairman, for 
the privilege of testifying. before the committee on a matter of grave 
importance to the economy and the people of the State of Connecticut. 

The problem is threefold, in my opinion. 

No. 1 is the import of American-made army surplus rifles from— 
that is to say, the reimportation of these rifles from foreign countries 
and, secondly, the import of foreign-made surplus army rifles from 
Europe, principally from Italy, the Carcano rifle, and third, is a matter 
which I do not believe concerns this committee directly, and that is 
the declaring of surplus by the Army of thousands upon thousands of 
surplus Springfields and Enfield rifles, on the market. 

To indicate how important this matter is to the State of Connecticut, 
we have the following companies engaged in the manufacture of rifles 
or pistols and ammunition of the sporting quality. 

Sturm Ruger of Southport, Conn.; Remington Arms at Bridgeport, 
Conn.; Winchester of New Haven; Marlin of New Haven; Mossberg 
of New Haven; High Standard of Hamden, and the Colt, which is 
also now engaged in producing a rifle, of Hartford, Conn. The im- 
portation of these foreign-made rifles and surplus rifles into the coun- 
try has had a terrific impact on this industry. 

On January 1, 1957, for example, in Bridgeport, Conn., the Reming- 
ton Arms Co. employed 1,276 employees. As of February 28, 1958, 
there is 1,056 employed. They also dropped from a 40-hour week to 
a 32-hour week. 

In the Marlin Co. of New Haven there were, in 1957, 424 persons 
gainfully employed and now in 1958, March 1, there are 250 employed. 

In Hamden, the High Standard Co., in 1957, employed 730 people 
and in 1958 there are 510 employees. 

In the Winchester Co. in 1957, there were 1,891 persons employed 
and now there are only 1,633. 

This issue is so important to the economy of the State of Connecticut 
that I have prepared an amendment which I expect to offer when the 
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bill is marked up, to the munitions control section of the Mutual 
Security Act. 

Incidentally, I had the privilege of introducing that amendment 
into the Mutual Security Act which was passed i. this committee. 
The section which I propose to amend—I wish you would permit the 
clerk to read it, Mr. Chairman. 

Mr. Crawrorp (reading): 


AMENDMENT To BE OrreRED BY Mr. Morano 


On page 14, immediately after line 14, insert the following: 

(1) Section 414 (b) of such Act, which relates to munitions control, is amended 
by adding at the end thereof the following: 

“Such regulations shall prohibit the importation or reimportation into the 
United States of military rifles or other arms originally manufactured for military 
purposes, or parts thereof, to be marketed in competition with rifles or other arms 
of domestic manufacture.” 

And reletter the following subsections accordingly. 


Mr. Morano. Now, there is before the committee a report by the 
Subcommittee on Military Operations, the House Committee on 
Government Operations, which the Honorable Chet Holifield, the 
distinguished member from California, is the chairman. In that 
report, which is available to us, it shows how many licenses were 
issued during the calendar year 1957. 

Thirty-seven licenses were issued for American-made rifles; 152 
licenses were issued for American-made pistols and revolvers and 542 
licenses were issued for foreign-made pistols and revolvers. 

I am not going to take the time of the committee to go into much 
further detail. 

(The memorandum of the Military Operations Subcommittee of 
the House Committee on Government Operations dated March 24, 
1958, is as follows:) 


HovuseE OF REPRESENTATIVES, 
MiuirarRy OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., March 24, 1958. 
Hon. THomas E. Moraan, 
Acting Chairman, Foreign Affairs Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. CHartrMan: Attached for your information and use is a copy of the 
staff report on small arms imports which I mentioned in my appearance before 
your committee on Wednesday, March 19, 1958. 

Mr. Judd had inquired about this matter, and I stated then that my staff was 
making a preliminary inquiry. 

Additional copies will be made available for individual committee members 
and staff. 

We have some statistical information which is classified “confidential,’’ but 
which your committee may examine if it so desires. 

My subcommittee staff director, Herbert Roback, on extension 5147-5148 can 
be contacted for any additional information. 

Yopies of this report are being furnished to interested industry representatives. 

Sincerely yours, 


Cuet Ho.irte.p, 
Chairman, Military Operations Subcommittee. 
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MEMORANDUM 


Marca 24, 1958. 
To: Hon. Chet Holifield, chairman, Military Operations Subcommittee. 
From: Herbert Roback, staff administrator. 
Subject: Importation of surplus small arms. 


BASIS OF INQUIRY 


This is a staff report of a preliminary inquiry into the above subject. The 
inquiry was occasioned by complaints of domestic small arms manufacturers that 
surplus small arms of both domestic and foreign make are being imported into 
the United States and sold at extremely low prices, thus constituting unfair com- 
petition and causing grave injury to the American small arms manufacturing 
industry. 

The purpose of the inquiry was to determine: (1) the available facts concerning 
the importation of firearms; (2) what statutes and administrative regulations 
bear upon this matter; and (3) possible avenues of statutory or administrative 
relief which might be approached by the industry complainants. 


INDUSTRY REQUEST FOR CONFERENCE 


The problem first was brought to the subcommittee’s attention by Mr. John 
Sharon, a Washington attorney representing the Sporting Arms & Ammunition 
Manufacturers’ Institute (hereinafter referred to as the institute). 

On Tuesday, March 4, 1958, Mr. Sharon telephoned Chairman Holifield’s office 
requesting an appointment with the Congressman on March 5. Mr. Sharon 
stated that he wanted to discuss the problem of importation of foreign surplus 
firearms. It was his belief that these firearms previously were given to friendly 
foreign countries under the mutual defense assistance program, and that they 
were being sold as surplus by our allies to importers for resale in this country at 
prices far below prevailing industry prices for new firearms. 

Mr. Sharon stated that the following individuals and their companies were 
interested in this problem: Mr. Egbert C. Hadley, president of the institute; Mr. 
Roy C. Swan, chairman of the institute’s tariff committee; Mr. Richard Webster, 
secretary of the institute; and Mr. J. E. Feldhaus, of the Owens-Matheson Corp. 
These men were said to represent broadly the American arms industry. 

According to Mr. Sharon, the State Department had been informed of the 
damage being done to the small arms industry by the importation of large quanti- 
ties of these surplus foreign arms, but so far nothing has been done. 


CONFERENCE WITH INDUSTRY REPRESENTATIVES 


On the morning of March 5, 1958, Chairman Holifield met with the industry 
representatives in his office to discuss their problems. The principal industry 
spokesman was Mr. Robert C. Barnard, a Washington attorney and associate of 
Mr. Sharon. Mr. Barnard was accompanied by Messrs. Hadley, Webster, and 
Feldhaus. 

Messrs. Roback and Morgan of the Military Operations Subcommittee staff 
were present for the discussion. 

Staff notes of the discussion include the following statements by industry 
representatives: 

Approximately $6 million worth of foreign-made firearms are imported into the 
United States every year. 

During 1957, more than 27,500 rifles of Italian manufacture, purchased at 
79 cents a piece, were dumped on the United States market. The rifles were sold 
in the United States at $14.88 a piece. 

Total imports of rifles in the customs classification under $5 each, for the first 
9 months of 1957 were about 56,000 rifles. 

In addition to importations of foreign-made rifles, in 1957 thousands of Ameri- 
can-made Springfield and Enfield rifles were dumped on the American market by 
commercial importers who purchased them as excess from our allies. It is be- 
lieved that these firearms originally were furnished as military aid. 

The American-made arms are being reimported duty free into the United States. 

The State Department, in deciding whether to issue licenses for import, does 
not take into account the adverse effect on the American small arms industry. 

The Department of Defense contends that the competitive effect of American- 
made small arms originally exported by the United States Government and now 
being returned to this country is a matter for the Department of Commerce. 
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In addition to expressing concern over the importation of surplus firearms, the 
industry representatives also expressed concern about surplus disposals within 
the United States by the military departments. It was said that a large quan- 
tity, 82,000, of 1903 Springfield caliber .30 rifles have been declared surplus by the 
Army and are to be dumped on the American market. 

At the conclusion of the meeting, Chairman Holifield stated that he would direct 
the staff of the Military Operations Subcommittee to make a preliminary inquiry 
for the purposes stated above. 


PRIOR INDUSTRY CORRESPONDENCE WITH EXECUTIVE DEPARTMENTS 


Copies of prior correspondence between the institute and several Government 
agencies were left with the subcommittee staff. This correspondence was ex- 
amined to determine the nature of the industry representations and the agencies’ 
response thereto. This correspondence will be summarized for informational 
purposes. 


INDUSTRY COMPLAINT TO STATE DEPARTMENT ON IMPORTATION 


On May 22, 1957, the institute directed a telegram to the Office of Munitions 
Control, State Department, Washington, D. C., stating that the institute’s atten- 
tion had been drawn to an application by the Pasadena Firearms Co. of Pasadena, 
Calif., for license to import into this country from Italy 18,000 Springfield rifles. 
The institute strenuously objected to the granting of a license, contending that 
the dumping of such items in this country for sale would have an adverse effect 
on the sporting arms industry. 

In reply to the telegram, the State Department by letter dated June 7, 1957, 
stated that under the law providing for munitions import and export control, 
it did not appear appropriate for the Department to include in its consideration 
of import cases the factor of possible domestic competition. 

By letter dated June 24, 1957, the institute wrote to the Office of Munitions 
Control in the State Department, contending that the Office was not properly 
applying statutory tests for arms control in the interests of world peace and the 
security and foreign policy of the United States, since national security would 
be adversely affected by any action which impairs the welfare of the small arms 
and ammunition industry of this country. 

The institute questioned whether the disadvantages caused by an importation 
policy seriously affecting sales and employment in the small-arms industry would 
be offset by the advantage of removing such arms from the foreign scene, in view 
of the many other sources from which unfriendly elements could obtain small arms. 

The institute stated also that the Department of Defense had been advised of 
its views and it expressed the hope that the Office of Munitions Control would 
review with the Department of Defense the objections taken to the granting of 
the license in question before taking final action. 


INDUSTRY COMPLAINT TO DEPARTMENT OF DEFENSE ON IMPORTATION 


By letter dated June 24, 1957, the institute wrote to. the Secretary of Defense, 
calling his attention to the application filed by the Pasadena Firearms Co. for a 
license to import 18,000 Springfield rifles from Italy. The letter stated that 
since the DOD is consulted before such licenses are granted by the Department 
of State, the institute urged that the DOD recommend strongly that the applica- 
tion be rejected. 

By letter dated July 12, 1957, DOD advised the institute that in exercising 
control over imports and exports of arms pursuant to section 414 of the Mutual 
Security Act, the Department of State may consult with the Defense Department 
with respect to the military implications of such exports and imports. 

When so consulted, the letter continued, the DOD has given close consideration 
to the possible effects of imports on the mobilization base of the United States 
in the time of war. Further, that arms in the hands of commercial operators 
abroad as a result of surplus disposal create a military security problem which 
must be taken into account. Further, that imports of United States small arms 
in many instances include obsolete types or are.in: disrepair and are not strictly 
competitive. 

For these reasons, the letter concluded, the DOD believes that the security 
interests of the country would be served by strictly controlling imports of smail 
arms rather than by prohibiting their entry into the country. 

The institute came back with a letter dated January 3, 1958, directed to the 
Office of the Assistant Secretary of Defense for International Security Affairs, 
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challenging the statement that small-arms imports in many instances included 
obsolescent types or items in a state of disrepair and therefore not strictly com- 
petitive with new arms. 

The institute cited a ‘‘tremendous number of Springfield rifles,” imported duty 
free and offered for sale in the past few months, as shown by its attached montage 
of advertisements. Imports of Enfield rifles duty free and foreign military rifles, 
particularly the Italian Carcano carbine, also were cited. 

The institute again requested the ISA Office to investigate this situation, harm- 
ful to the domestic sporting arms and ammunition manufacturers, and to advise 
the Office of Munitions Control that a continuation of the present volume of im- 
ports would impair the firearms mobilization base of the United States. 

In a telegram dated January 29, 1958, the institute requested a reply from ISA 
to its letter of January 3. 

This reply, signed by W. B. Thorp as Director of the Office of Foreign Economic 
Affairs in ISA, was dated February 3, 1958. The letter stated that the possible 
effect upon the mobilization base of such imports was being explored ‘‘more 
thoroughly.” 

Regarding the competitive effects of American-made firearms originally ex- 
ported by the Government and now returned commercially, Mr. Thorp pointed 
out that under the Federal Property and Administrative Services Act of 1949 the 
Secretary of Commerce has authority to rule in each case whether a proposed im- 
port would or would not be beneficial to the economy. Further, that when such 
a decision is affirmative, a State Department license also is necessary in most cases 
before actual importation can take place. 

Regarding tariff duties, Mr. Thorp noted that legislation would be required to 
impose such duties on imports of firearms originally manufactured in the United 
States. 

As to the condition of imported firearms, Mr. Thorp suggested that they vary 
from completely serviceable weapons to those suitable only for collection or can- 
nibalization purposes; also that in part they create a market for United States 
services, parts, and accessories and ammunition, and to some degree they may 
stimulate demands for better firearms. 

Finally, Mr. Thorp said he would be pleased to discuss this matter in person at 
the convenience of institute representatives. 


INDUSTRY COMPLAINT TO 

On May 22, 1957, the institute directed a telegram to the Chief of Ordnance, 
the Pentagon, in which it called attention to a contemplated disposal of 82,000 
Springfield rifles at the Utah Ordnance Depot. The institute contended that a 
disposal of this kind would adversely affect the industry, which is vital to national 
defense. Advice was sought whether the institute’s information as to the pending 
disposal was true. 

The Chief of Ordnance, Department of the Army, answered this telegram on 
May 31, 1957, stating that the Army had determined the Springfield rifles in its 
inventory were excess to the Army’s needs and therefore were being screened by 
the Department of Defense for possible use by other agencies. The Chief of 
Ordnance pointed out that while the statutory provisions (10 U. 8. Code 4308 
(a) (5)) require that this weapon be made available to the membership of the 
National Rifle Association to promote rifle marksmanship, the institute could be 
assured that this rifle would not be made available on the open market for sale to 


the general public without first obtaining market impact clearance from the 
Department of Commerce. 


DEPARTMENT OF THE ARMY ON DOMESTIC DISPOSAL 


INDUSTRY COMPLAINT TO DEPARTMENT OF THE NAVY ON DOMESTIC DISPOSAL 


By letter dated January 3, 1958, the institute wrote to Secretary of the Navy, 
Thomas §. Gates, Jr., stating it had learned that the Naval Supply Annex, Stock- 
ton, Calif., had offered to the general public 2,700 Enfield caliber .30—06 rifles on a 
bid basis. It strongly protested this sale and any other large quantities of surplus 
military rifles by the Navy Department. 

The letter adverted to the dumping of “a tremendous quantity of military 
firearms’”’ on the American markét from foreign countries, as. well as from domestic 
sales by the United States Government. Attached to the letter was a montage 
reproduction of advertisements collected from various publications offering Spring- 
field and Enfield rifles for sale by surplus dealers. 
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The institute letter requested the Navy Department to follow the procedure 
outlined in an understanding between the Department of Defense and the Depart- 
ment of Commerce, BDSA for market impact studies prior to any such disposals. 

Rear Adm. R. J. Arnold, Chief of the Navy Bureau of Supplies and Accounts, 
replied by letter dated January 28, 1958, advising that the Navy Department had 
proceeded with the sale because it had received no determination by BDSA that 
the sale would have an adverse effect upon industry. Admiral Arnold assured 
the institute that future proposed offerings of substantial quantities of small arms 
yess - referred to BDSA for an impact determination prior to authorizing their 
their sale. 

By letter dated. January 29, 1958, the institute requested Admiral Arnold to 
furnish the date on which the Navy Department discussed with BDSA the disposal 
of the 2,700 Enfield rifles. 

Admiral Arnold replied by letter dated February 28, 1958, acknowledging that 
his previous letter ‘“‘was somewhat misleading.’”’ He said that according to 
Department of Defense policy, a prospective sale of material costing the Govern- 
ment less than $250,000 is regarded as not likely to cause appreciable impact on 
industry, and that accordingly such sales are not referred to BDSA. 

In arriving at this policy decision, Admiral Arnold stated, the condition of the 
material is taken into account. In the case of the Enfield rifles, the condition was 
rated “fair,” and it was estimated that repair ranging from 26 to 40 percent of 
acquisition cost would be required. The original acquisition cost of the rifles was 
placed at approximately $35,000. 


INDUSTRY COMPLAINT TO DEPARTMENT OF COMMERCE ON DOMESTIC DISPOSAL 


By letter dated June 6, 1957, the institute wrote to Secretary of Commerce 
Sinclair Weeks, calling attention to the possible Army disposal as surplus of 82,000 
Springfield rifles stored at the Utah Ordnance Depot. The letter objected to such 
disposition of the rifles. 

This letter was answered July 2, 1957, by the Business and Defense Services 
Administration (BDSA) of the Department of Commerce. This answer pointed 
out that it is Department of Defense policy to dispose of property declared surplus 
to Government needs. Further, that, upon a request from the DOD, or when a 
sale is considered of sufficient size, BDSA conducts a market-impact study on such 
proposed sale and advises DOD as to its findings. 

In addition, the letter pointed out that the 82,000 rifles referred to were still in 
process of being cleared with other Federal agencies, and, if they were not required 
by the agencies, they would be declared surplus and made available for sale in the 
commercial market. 

Until this stage is reached, however, the letter explained, there is no way to 
determine the quantity and, therefore, the possible impact of the proposed sale. 

The letter concluded by stating that, if the number of units left for sale is large 
or that if this particular offer is only the beginning of a much larger program, then 
it may be advisable to develop a study group from the producing and distributing 
phases of the industry to evaluate the potential effect such a program would have 
on the economy of the industry. 

The institute followed the Department of Commerce reply with another letter 
dated July 3, 1957, reiterating its objection to the dumping of surplus firearms on 
the American market. This letter requested that BDSA “go on record as being 
opposed to such dumping on the market of surplus rifles in quantity until a com- 
plete study of the economic results has been made.” 

In reply, the Department of Commerce, by letter date July 12, 1957, explained 
the existence of an agreement between the Department of Defense and the 
Department of Commerce wherein BDSA undertakes market impact studies 
when the quantity to be offered is large or when the owning (selling) agency 
requests advice. 

Further, that BDSA simply presents facts and comments concerning absorption 
into the market and possible increased cash recovery for the Government, but 
that the final decision obviously and properly rests with the owning agency. 

This letter concluded with the statement that strict attention will be paid by 
BDSA to the Springfield rifle situation, and, if the quantity which may be offered 
for sale appears excessive, BDSA will consult industry through organizations like 
the institute. 

The institute on January 3, 1958, again wrote BDSA and pointed out that it had 
information indicating that the Navy Department was offering 2,700 Enfield 
30—06-caliber rifles for sale, apparently without prior consultation with BDSA to 
determine market impact by suchasale. The letter also pointed out that 135,000 
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requests from members of the National Rifle Association for Springfield rifles from 
DOD stocks were being processed through the Office of the Director of Civilian 
Marksmanship. 

In addition, the letter stated that thousands of Springfield and Enfield rifles 
also are being brought into this country duty free by American importing firms 
which have purchased them from foreign governments to which the United States 
furnished these firearms under mutual security arrangements. 

The letter concluded by requesting that BDSA give renewed attention to this 
situation and discuss the matter with the DOD for the purpose of forestalling a 
sale of additional military firearms to the public. 


FURTHER STAFF CONTACT WITH INDUSTRY REPRESENTATIVES 


On Friday, March 7, Mr. Barnard visited the office of the Military Operations 
Subcommittee and discussed with the staff the further action taken by his group 
since the March 5 meeting with Chairman Holifield. Mr. Barnard stated that 
his group had met with several Senators and Representatives on a constituency 
basis to interest them in the industry’s problems. He also stated that he had 
advised all of those contacted since March 5 that the Military Operations Sub- 
committee was making a preliminary investigation of the matter. 

Mr. Barnard mentioned that Senator Saltonstall, who was very much interested 
in the problem, had arranged appointments for the industry representatives with 
the appropriate officials in the Departments of State and Defense. Also, Con- 
gressman Kearney was said to be extremely interested in the problem. 

The subcommittee staff understands that other Members of Congress also have 
been contacted, and that the House Committee on Foreign Affairs has agreed to 
hear the industry representativs in open hearings. 

Messrs. Barnard and Sharon came to the subcommittee office on Thursday, 
March 13, to ascertain the progress of the staff inquiry. 


STAFF CONFERENCES WITH GOVERNMENT OFFICIALS 


Following the meetings held with the industry representatives and a review of 
the correspondence summarized above, the subcommittee staff held conferences 
with the following persons: 

Department of Defense.—Office of Assistant Secretary of Defense for Inter- 
national Security Affairs: Capt. W. B. Thorp, USN (retired), and Mr. C. K. 
Nichols; Office of Assistant Secretary of Defense for Supply and Logistics: Mr. 
D. W. Tompkins; Office of the General Counsel: Mr. James Nash. 

Department of State.-—Office of Munitions Control: Mr. Leonard Pomeroy and 
Mr. J. Harold Darby. 

Department of Commerce.—Business and Defense Services Administration: 
Mr. Howard Way and Mr. Richard Burbank. 

Department of the Treasury—Bureau of Customs Classification Section: Mr. 
Leonard Emmert. 

United States Tariff Commission.—Office of General Counsel: Mr. Charles 
Lucas. 

INFORMATION DEVELOPED 


Statistics on imports of firearms 


Statistical information on importation of firearms is available from two sources, 
the Bureau of the Census in the Department of Commerce and the Office of 
Munitions Control in the Department of State. 

The Census Bureau issues for each calendar year a report on United States 
imports of merchandise for consumption, giving the total value of commodities 
imported, and the value and net quantities by country of origin. 

This report contains a commodity classification, ‘Firearms and Parts,’’ which 
is broken down into categories such as pistols and revolvers, rifles, shotguns, and 
specified and unspecified parts. The categories also are subdivided in classes 
according to value. 

These statistics apply, for the most part, to firearms of foreign manufacture, 
which are subject to customs duties. Firearms of American manufacture which 
are reimported into this country, whether acquired from American or foreign 
government agencies abroad, are not subject to customs duties unless improve- 
ments have been made upon them before importation. Consequently, the census 
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information generally does not apply to reimportation of American-made fire- 
arms.! 

The Bureau of the Census reports show the total value of foreign firearms and 
parts imported into the United States for the calendar years 1955, 1956, and 1957, 
respectively, as $9,253,065, $7,511,553, and $8,408,982. Total figures on quan- 
tities are not given, but may be derived by cumulating figures by country of 
origin for given categories. The staff has not attempted to make these calcu- 
lations. 

The Office of Munitions Control in the Department of State submitted to the 
staff a list of small-arms import licenses issued during calendar year 1957. Infor- 
mation covering the first 2 months of 1958 was said to be ‘‘not immediately 
available.” 

The tabulation for 1957 contains separate figures for each country of origin, 
total quantities, and assigned value of shipments, as well as number of import 
licenses issued. The figures are broken down to show (1) rifles of United States 
manufacture, (2) rifles of foreign manufacture, (3) pistols and revolvers of 
United States manufacture, (4) pistols and revolvers of foreign manufacture, and 
(5) arms of lend-lease origin. Information on shotguns was not included because 
their importation is not subject to the requirement of a State Department license. 

The Office of Munitions Control data are classified as ‘“‘Confidential.’”’ There 
appears to be some uncertainty in that Office as to what information should be 
withheld from the public to protect both the national security and trade confi- 
dence. The Office has granted permission to the subcommittee staff to quote 
the following summary information: 

During the calendar year 1957, 37 licenses were issued for the importation of 
American-made rifles, 152 licenses for American-made pistols and revolvers, and 
542 licenses for foreign-made rifles, pistols, and revolvers; a total of 51 license 
applications was rejected; 24 foreign countries of origin for small-arms imports 
are listed; 70,120 American-made rifles, at an estimated value of $1,427,524, 
were licensed for import; 591,146 foreign rifles, at an estimated value of $3,082,077, 
were licensed for import. The corresponding figures for pistols and revolvers 
are: American-made, 22,193, at an estimated value of $336,348; foreign-made, 
187,480, at an estimated value of $1,283,240. 

The total value of small arms imports for calendar year 1957, as licensed by 
the Department of State, thus amounted to $6,129,189. 

As noted above, shotguns are not included in these import figures. 


Statistics on domestic production 


For the sake of comparison with imports, figures were sought on domestic 
production of small arms. The only data readily available come from the Census 
of Manufactures, the last of which was taken in 1954. 

During that year the total value of nonmilitary small arms shipped from manu- 
facturers’ plants was approximately $56!4 million. Of this amount approximately 
$9,800,000 represented the manufacture of 284,000 pistols and revolvers; approx- 
imately $16,362,000 represented the manufacture of 483,645 rifles; $21,681,000 
represented the manufacture of 569,229 shotguns; and approximately $8,600,000 
represented the manufacture of all other nonmilitary small arms parts and 
attachments. 

It will be noted that these census figures on domestic production refer only to 
nonmilitary output. Data on military production are compiled by the Census 
Bureau but are not published. Presumably the military output is considerably 
larger than nonmilitary. 4 


Statistics on exports 


Data on the export of American-made small arms for nonmilitary purposes are 
not readily available. To the extent that such arms are licensed by the Office 
of Munitions Control in the Department of State, export data may be obtained 
from that source. These data are classified. 

The staff is advised that the Bureau of Foreign and Domestic Commerce in the 
Department of Commerce is attempting to gather information on the small arms 
industry including the quantity and value of exports, in response to recent con- 
gressional and other requests for information. 


Imports from American-owned excesses overseas 
Information was sought from the Department of Defense, Office of the Assistant 
Secretary of Defense for Supply and Logistics, concerning sales of excess firearms 


1 The Tariff Act of 1930 also permits the duty-free entry of muzzle-loading (that is, obsolete) muskets, 
shotguns, rifles, and parts thereof, of foreign manufacture. Presumably, this exemption from customs duty 
involves collector’s items. 
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overseas by United States military agencies. Such information presently is not 
available in Washington, but may be obtained from the theater commands. 
A memorandum request has been made by the Office of the Assistant Secretary 
to the theater commands to supply such information. 

The opinion was expressed by the officials consulted that practically no United 
States-owned excesses of small arms were sold overseas within recent years. 
It was their belief, also, that the demilitarization policy and limitations on disposal 
of excesses imposed by foreign governments virtually ruled out the disposal of 
firearms in a serviceable condition overseas. 


Imports from military aid excesses overseas 


It is possible that some firearms imported into this country are of American 
manufacture, given to other countries as military aid, which subsequently have 
found their way into disposal channels to commercial firms. 

As indicative of such possibility, the institute supplied the subcommittee staff 
with a copy of a docurent from the United Kingdom Ministry of Supply offering 
for sale various categories of rifles and other small arms, including some of 
American manufacture. 

The staff has not attempted to investigate the controls imposed by the British 
Government on the sale of firearms. However, it is a fact that during calendar 
year 1957 a quantity of American-made as well as foreign-made small arms 
came into the United States from Great Britain. The exact amounts of licensed 
imports are known to the staff, but the information is classifled ‘confidential’ by 
the Department of State. 

Section 511 of the Mutual Security Act of 1954, as amended, provides that the 
President shall make appropriate arrangements with nations receiving military 
aid for the return to the United States (1) for salvage or scrap and (2) for such 
other disposition as the President shall deem in the interests of mutual security, 
of any equipment or material no longer required for the original military aid pur- 
poses. (This provision does not apply to material or equipment purchased by 
other nations.) In accordance with the statutory provision, bilateral agreements 
had been made with nations receiving military aid. 

The DOD, Office of the Assistant Secretary of Defense for International Secu- 
rity Affairs, in reply to the staff question whether the United States has recovered 
any small arms under the bilateral agreements, stated as follows: 

‘There have been isolated instances where the United States has recovered 
small arms (shoulder weapons and side arms) from MAP recipient countries under 
the terms of bilateral agreements between the United States and such countries. 
However, in all such cases recaptured items were redistributed to other MAP 
recipient nations or used to fill a need in United States military forces. No in- 
stances are known where MAP excesses in small arms have ever been sold to 
civilian sources, either in the United States or abroad.”’ 

The Department of State, Office of Munitions Control, in submitting data on 
licensed imports of small arms for calendar year 1957, made this statement: 

‘‘Arms of United States manufacture which are not of lend-lease origin may 
have been disposed of abroad by foreign governments, sold by military personnel, 
or disposed of by United States overseas disposal agencies. ‘To the Department’s 
knowledge, however, none of the imported arms were originally transferred to 
foreign governments under the military-assistance program which began in 1949 
(Mutual Defense Assistance Act of 1949 as amended; Mutual Security Act of 
1954 as amended).”’ 

Another provision of the Mutual Security Act of 1954, as amended (see. 141), 
requires the President to withhold military assistance from any nation unless it 
agrees ‘‘to impose restrictions against transfer of title to or possession of any 
equipment and materials * * * without the consent of the President.” 

According to information given the staff, no request for permission to transfer 
small arms has been made by any country receiving military aid. 

In view of the above information, there is no clear evidence that any firearms 
imported into the United States have been derived from excess military aid 
equipment furnished after 1949. 

The staff notes the possibility that firearms furnished to other countries under 
World War II lend lease or obtained by these countries through other means, 
possibly as abandoned wartime equipment, may find their way back to the United 
States. 

The data on licenses for small arms imports provided by the Office of Munitions 
Control contained, as noted above, a breakdown for weapons of lend lease origin 
imported during calendar year 1957. The data show a very small quantity of 
rifles imported and a larger quantity of pistols and revolvers. 
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The original lend-lease aid agreements contained a recapture clause similar to 
that contained in the Mutual Security Act. In 1948 when the lend-lease agree- 
ments were renegotiated, the recapture clauses were retained, but the United 
States Government expressed an intention not to exercise those recapture priv- 
ileges. However, United States permission still is required for the disposal of 
lend-lease firearms by the holding government outside of that country. 

Since the 1957 imports of American-made small arms from various countries 
are not accounted for by lend-lease, except in a minor amount, and since the 
Departments of Defense and State do not identify the source of imported Ameri- 
can-made arms as post-World War II military aid, the question remains—from 
what sources are they derived? 

Considering the countries of origin and the values assigned to some of the im- 
ported firearms in the Office of Munitions Control data, many of the American- 
made imports are of pre-World War I vintage. Also, the staff understands that 


a sizable quantity of imports is held in bonded warehouse for reexport, and will 
not be sold in the United States. 


Importation of Springfield Rifles from Italy 


Concerning the importation of 18,000 Springfield rifles from Italy by the Pasa- 
dena Firearms Co., the staff learned that the company obtained licenses during 
1957 covering those imports. In connection with arms furnished under military 
aid programs, the aid agreements contain a recapture clause. However, these 
particular rifles could not be considered under this clause because no Springfield 
rifles were furnished to the Italian Government under any aid program, and it was 
impossible to identify them as having been supplied to a particular country under 
such a program. 

It appears that the arms in question offered for purchase and importation into 
the United States were recovered by the Italian Government from allied armies 
on its territory during World War II. 

It was learned that since these rifles did not fall under any of the aid programs 
and since they were not United States foreign excess, import licenses were issued 
in the absence of any indication of adverse effect upon our foreign policy and 
national security. An application from the Pasadena Firearms Co. is pending 
for the importation of additional Springfield rifles from Italy. 


Government disposals of domestic surplus firearms 


So far as the staff could ascertain, the only public sale of surplus firearms since 
the beginning of 1957 was made by the Department of the Navy in the aforemen- 
tioned disposal of 2,700 Enfield rifles. These rifles were sold during November 
and December 1957 at prices reportedly ranging from $10 to $42 each. The 
acquisition cost was given as $15 each. Clubs, individuals, dealers and others 
were the purchasers. 

The aforementioned 82,000 Springfield rifles located at the Utah Ordnance 
Depot have been declared surplus but have not been sold. The Department of 
Defense, Office of the Assistant Secretary of Defense for Supply and Logistics, 
advised the staff that there are no planned disposals of firearms in the near 
future, pending the formulation of a new disposal policy. 

All the military services have been asked by that Office to accumulate excess 
weapons and coordinate estimates of anticipated excesses to be generated through 
fiscal year 1962. Following the receipt of this information and prior to disposal, 
BDSA will be asked to conduct market impact studies. 

While no surplus sales have been made, with the one Navy exception, the 
Department of the Army has disposed of 119,785 Springfield rifles (1903 model, 
caliber .30) since July 1, 1956, to members of the National Rifle Association, in 
accordance with the provisions of title 10 United States Code, section 4308 (a) (5). 
These rifles were sold in a serviceable condition at a unit price of $30 plus $4.50 
for packaging and handling. 

In addition, 5,146 rifles of caliber .22 have been sold to the members of the 
National Rifle Association since July 1, 1956. 


POSSIBLE AVENUES OF INDUSTRY RELIEF 


In making this inquiry, the subcommittee staff takes no position as to the 
merit of the industry complaints, or as to the value and wisdom of any course of 


remedial action. The following possibilities are noted for the information of 
Members of Congress. 
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Administrative action 


(1) Under section 414 of the Mutual Security Act of 1954, as amended (22 
U.S. C. 1934), it is conceivable that the Office of Munitions Control in the Depart- 
ment of State could consider the economic impact of small arms importation as 
affecting the mobilization base and therefore security of the United States, and 
take the economic factor into consideration in its licensing. The Department of 
State then could call upon the Department of Commerce for market impact 
studies whenever license applications were made for the importation of firearms. 
However, the Department of State has not seen fit to so construe the statute in 
cr manner, and any change of this nature probably would lie on the legislative 
side. 

(2) Under the Federal Property and Administrative Services Act of 1949 
(Public Law 152, 81st Cong., see 402), the reimportation into the United States 
of excess property sold abroad by United States Government agencies can be for- 
bidden by the Secretary of Commerce. Under the act, the head of each owning 
agency determines the conditions of sale, but all such sales must contain a condi- 
tion forbidding the importation into the United States unless the Secretary of 
Commerce determines, upon an application filed by a prospective importer, that 
the imports would relieve domestic shortages or otherwise be beneficial to the 
economy of the country. 

Mr. Burbank of BDSA advised the staff that no import license applications for 
firearms under this statute were received during 1957. Although disposals of 
excess firearms by United States Government agencies abroad appear to be 
limited or negligible, and there is no specifie evidence of imports derived from this 
source, the problem could arise at a later time, and it would then be incumbent 
upon the Secretary of Commerce to determine the economic effect of such im- 
portations. 

(3) With regard to firearms of foreign manufacture imported into the United 
States, tariff duties are set by trade agreements which duties usually are sub- 
stantially below the amounts set forth in the Tariff Act of 1930. If the industry 
believes that a tariff problem exists (apart from the question of the duty-free im- 
port of firearms of original American manufacture) it could present its case to the 
Tariff Commission. 

The Tariff Commission from time to time conducts investigations and holds 
hearings for the purpose of determining whether or not the rate of tariff in effect 
on a particular item should be changed. These investigations usually are begun 
as a resnlt of a petition received from a manufacturer or an association represent- 
ing a particular industry which claims that imports are causing them injury. 
Such investigations and hearings also could be initiated as a result of a request 
from the House Ways and Means Committee, the Senate Committee on Finance, 
the President of the United States, or by the Commission itself. 

Following the investigation and hearings, recommendations are made to the 
President as to whether or not the tariff rate in question should be changed. If 
the President agrees with their recommendation, he issues a proclamation and 
the tariff rate is changed. If the President does not agree, he then reports to 
the Congress why the recommendations of the Commission were not followed. 

(4) In the event the military departments and the Department of Defense 
determine that large numbers of firearms are surplus and available for disposal, 
recommendations of the Department of Commerce through the BDSA will have 
some bearing on the rate and timing of the disposals. These recommendations 
apply only to domestic surplus sales. 

According to an agreement of July 1954 between the Department of Defense 
and the Department of Commerce, BDSA automatically receives and reviews 
lists of reportable surplus property, the sale of which is anticipated by the Armed 
Forces. BDSA will then on its own initiative evaluate the cumulative market 
impact of such offerings. 

After this evaluation, a technical market study report will be issued by BDSA, 
if deemed appropriate, and submitted to the Department of Defense for use in 
determining the present and future disposal of such items. The technical reports 
reflect what BDSA’s study has revealed as to the market impact of the con- 
templated sales, and they make recommendations as to the rate of disposal which 
would least adversely affect the domestic market. 

The policy and procedures for referring lists of surplus property to the Depart- 
ment of Commerce are set forth in Department of Defense Instruction 4160.2, 
dated August 27, 1954. Also Department of Defense Instruction 4160.4, dated 
July 13, 1954, describes the policies, procedures and practices relating to the 
merchandising of surplus personal property in the Department of Defense. This 
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instruction provides that advance notices of all surplus sales of useable property 
within the United States having an aan cost of $250,000 or more will be 
reported directly to the Department of Commerce not less than 20 days in advance 
of the day of sale or bid opening. Notices of surplus sales aggregating less than 
$250,000 acquisition cost value may be submitted. 

While the BDSA recommendations are not binding on the Department of 
Defense, the staff has been advised that the recommendations are adhered to in 
99 percent of the cases. 

In view of the fact that referrals by the Department of Defense are optional 
for quantities below $250,000 in acquisition cost value, market impact studies 
might be omitted in certain cases unless the potential adverse effects of the dis- 
posals were made known to the agencies concerned. 

Department of Defense Directive 4160.11, dated December 10, 1954, sets forth 
the policy regarding demilitarization and disposal of certain arms, ammunition, 
and implements of war. Under this policy, rifles and other small arms using 
ammunition of caliber .22 or over, and their components and accessories, are not 
required to be demilitarized unless it is determined, among other things, that 
they should be withheld from commercial sale as a usable item in the interests 
of national security. Department policy is to permit the sale as surplus property 
of such items as shotguns, pistols, revolvers, and rifles, including ammunition 
for same, which can be readily obtained on the open market. 

Demilitarization is mentioned here as a factor in the administrative determina- 
tion of what types of arms will be sold as surplus. 


Legislative action 


(1) If the authority to license imports of weapons conferred upon the President 
by section 414 of the Mutual Security Act, as amended, and delegated by him 
to the Department of State for administration, is to be used specifically for con- 
trolling, among other things, the economic impact of such imports, an appropriate 
amendment to the leg slation could be made. 

(2) The Institute has called attention to certain provisions of the Agricultural 
Trade and Assistance Act of 1954, as amended. These direct the President, in 
negotiating and carrying out agreements with friendly nations for the sale of 
surplus agricultural commodities for foreign currencies, to seek and secure com- 
mitments from participating countries that will prevent resale or transshipment 
to other countries of surplus commodities purchased under the act; also the act 
requires that loans made through the Export-Import Bank from a portion of the 
currencies received in the sale of such commodities, for the purpose of aiding in 
their utilization and distribution, shall not be made for the manufacture of any 
products to be exported to the United States in competition with production in 
this country, or for any commodity to be marketed in competition with United 
States agricultural commodities or the products thereof. 

Conceivably an analogous principle could be embodied in mutual security 
legislation. It would have to be balanced, of course, against other principles 
now embodied in legislation for the promotion of reciprocal trade. 

(3) The Institute has called attention to paragraph 1615 of the Tariff Act, 
which was a 1938 amendment to eliminate tariff duties on American-made equip- 
ment reimported into the United States. The Institute proposes that paragraph 
1615 be amended and the original language restored so as to provide that the 
privilege of free entry of American goods should be limited to exclude the importa- 
tion of surplus military materials intended for sale on the domestic market. 
The Institute suggests that this could be accomplished by phrasing the paragraph 
to limit duty-free importation to commodities “‘by or for the account of the 
person who exported them from the United States.” 

(4) Concerning the importation of foreign-made arms, as distinguished from 
the reimportation of American-made arms, conceivably legislation could be 
passed amending the Tariff Act, whereby a tariff rate could be set and a provision 
included which would prohibit a reduction of this amended rate by a subsequent 
trade agreement. If this amended rate would be in conflict with the rate now 
in effect as a result of an agreement, then the legislation would of course prevail. 


Mr. Morano. I have asked you to permit Mr. E. C. Hadley, 
resident of the Sporting Arms and Ammunition Manufacturers’ 
nstitute, to testify before this committee. 

Mr. Hadley is a distinguished former resident of the town of 
Southport in my district and was also previously the director of 
research for the Remington Arms Corp. 
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With your permission, Mr. Chairman, I will present Mr. Hadley. 

Acting Chairman Morgan. Mr. Hadley. 

Mrs. Bouron. Are you by chance any relation to President Hadley 
of Yale? 

Mr. Hapitry. My father and he were second cousins. 

Acting Chairman Morean. You have a statement, Mr. Hadley? 

Mr. Hapuey. Yes, Mr. Chairman. May I proceed with it? 

Acting Chairman Morean. Go right ahead. 


STATEMENT OF E. C. HADLEY, PRESIDENT, SPORTING ARMS AND 
AMMUNITION MANUFACTURERS’ INSTITUTE 


Mr. Haptery. Mr. Chairman and ladies and gentlemen of the 
committee, my name is E. C. Hadley. 

I live in Middlebury, Vt., and I am president of the Sporting Arms 
and Ammunition Manufacturers’ Institute, in which capacity I appear 
here today. 

I would like to introduce Mr. Richard Webster who is secretary of 
the institute. The name “Sporting Arms and Ammunition Manu- 
facturers’ Institute,’’ we call SAAMI for short. 

My other colleague, Mr. John Feldhaus, is the director of market 
research for Winchester and is on the committee of our institute which 
is pursuing this matter that we have before us today. 

Prior to my retirement in 1948, I was associated with the Remington 
Arms Co. in charge of research and development. Most of my life 
has been devoted to the problems of the American arms industry. 
I would like to express at the outset the industry’s gratitude to your 
chairman and to Congressman Morano for having arranged for us to 
to appear here today. 

The purpose of our appearance is to bring to this committee’s 
attention a serious problem which exists within the American arms 
industry—a problem which is directly or indirectly the result of the 
lend-lease and the mutual security programs. 

Excess or surplus American-made and foreign-made military rifles 
are being purchased abroad, imported into the United States and sold 
at fantastically low prices, causing serious unemployment and a 
startling decline in industry sales. 

Imports of the foreign-made surplus Army rifles alone are increasing 
like a flood. In 2 years the imports have risen from 4.7 percent of the 
rifle market in 1955 to over 34 percent in 1957. In 1957 imports in 
the under $5 custom category amounted to 145 percent of domestic 
sales of the same type of commercial bolt-action sporting arm. To 
this inundation must be added the reimport of American-made 
Springfields and Enfields sold by our allies and reimported by the 
thousands. 

For example, the import licenses, as Congressman Morano indi- 
cated—and this is from Congressman Holifield’s report, which inci- 
dentally does cover things pretty thoroughly in an informational way, 
in what is germane to this subject—import licenses in 1957 have been 
issued to the extent of 70,000 American-made rifles; as for foreign- 
made rifles, the evidence shows import licenses were issued for more 
than 590,000 rifles. 
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Our industry believes that it was not the intent of Congress in 
passing either the Mutual Security or the Lend-Lease Acts to allow 
any military equipment furnished to our allies under these programs, 
or which became surplus because of these programs, to return to the 
United States to compete unfairly to the injury of the American arms 
industry. On the contrary, we are confident that if the present 
situation had been foreseen, Congress would have forbidden aid 
materials from being reimported. 

Congress and the administration have recognized the seriousness of 
the impact of military surpluses when sold by our Government. 
Surpluses sold by our Government outside the United States cannot be 
reimported unless the Secretary of Agriculture—with respect to agri- 
cultural products—or the Secretary of Commerce—in the case of other 
property—determines that the import would “relieve domestic short- 
ages or otherwise be beneficial to the economy of this country.” 

With respect to surpluses sold in the United States by the Govern- 
ment, the Department of Commerce has the authority to make a 
market impact survey before the sale under the terms of an inter- 
departmental agreement between the Department of Defense and the 
Department of Commerce. 

There are no comparable safeguards for imports of foreign-made 
surplus army rifles or American-made surpluses purchased from our 
allies-abroad. 


THE INDUSTRY 


The American small arms industry consists of 22 companies with 
major plants and offices in 12 States of the United States. Its products 
are distributed through approximately 1,000 wholesalers and over 
130,000 retailers located in every State of the Union and the Terri- 
tories. The trade association which represents the major producers 
of the industry is the Sporting Arms and Ammunition Manufacturers’ 
Institute. 

The American small-arms industry is proud of its role in our 
national defense. As a part of the mobilization base in the United 
States, it is called on in times of a national emergency not only to 
produce arms, but also to develop new designs for our country and 
our allies and to modify existing arms for more economic and speedy 
production. 

The technical skill and know-how acquired by this industry from 
years of specialized experience and given to other industries during 
wartime is a matter of record. I am sure each member of this com- 
mittee shares the industry’s pride in its outstanding record during the 
war. I am sure also that all of us agree that such an industry should 
not now be penalized for its great achievements in war and time of 
emergency. 

THE PROBLEM 


A. Unemployment 


At the beginning of 1957 our industry employed approximately 
12,000 workers; since 1957 employment in arms manufacture has been 
reduced about 25 percent and some plants have been reduced to a 
32-hour, 4-day week. The first 2 months of 1958 have seen a con- 
tinuing decline in sales, production, and employment, which is greater 
than the present general economic decline. 
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B. Sales 


Since 1955 sales of rifles similar to the military imports are down 
about 28 percent. In the same period imports of the foreign-made 
rifles in the under $5 customs category alone increased 1,000 percent. 
Figures for the first 2 months of 1958 show the industry sales drasti- 
cally down over last year and continuing to decline. 

At this point I would like to make use of some charts that we have 
up here if that is agreeable to you. 

The domestic arms are in blue and the imports in red [indicating]. 
These are the figures I mentioned. 

What we are dealing with are center-fire rifles. They are composed 
of 3 or 4 classes. The one that is of particular interest is the bolt- 
action type which is the same type that is used for many military 
arms, most of them, until the Garand came in, which is semiautomatic, 
but this includes all the center fire sporting rifles, 1955, 1956, and 1957 
domestic production [indicating]. 

Now, of those arms, the bolt-action type, that is the one that is com- 
parable to the military weapon of traditional standard, is in green. 
Those are the ones that are produced in the United States. 

Down here [indicating] are the imports, 1955, 1956, and 1957. 

Now, the total rifles imported are in the red and of that total, low 
priced imports which I am going to enlarge on in a few moments, are 
represented by this orange color [indicating] so that of the imports 
we see a figure of this sort: 14,000 and 8,000 in 1955. In 1956 it is 
up to 37,000 and 21,000. 

The figures that we have here for 1957 imports—and those are 
11-month figures—are 115,000 and here, of the cheaper guns—those 
that are below the $5 import category, 86,709, and it is in this very 
category that we learned of for the first time today from Congressman 
Holifield’s report, that licenses have been issued for upwards of 590,000. 
That does not mean they have actually been imported, but import 
licenses have been issued. 

Now this other chart is an enlargement of certain aspects of the 
first chart. 

This has to do primarily with total rifle imports. That would 
correspond with the red figures here in chart 1 [indicating]. 

The others are the imports under the $5 class. 

The thing that is impressive there is the tremendous increase in the 
importations which are going up like that [indicating]. 

This, of course, simply brings out a little more clearly, the increases 
that are shown here. ‘The actual figures, the 115,000, correspond to 
this figure here [indicating]. 

So we feel that these charts dramatize the figures which might other- 
wise seem somewhat dry and not easily absorbed in a quick reading. 
C. Cause of problem 

There are four sources of the industry’s problem. 

First, the importation of American-made rifles declared surplus by 
our allies abroad. 

Second, the importation of surplus used and new foreign-made 
military surplus rifles; 

Third, the importation of foreign-made commercial arms; 

Fourth, the sale of surplus military firearms by the United States 
Government within the United States. 
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Our industry is taking steps in cooperation with the National 
Rifle Association and the Department of Defense in an attempt to 
solve the fourth phase of our problem. That is important because 
there is a tremendous number of rifles that the United States has 
right here and now which might be considered surplus, but that is 
not our concern before this committee today; nor is the third phase 
of our problem. 

We are here seeking your assistance in regard only to the first and 
second phases—that is, the importation of American-made rifles 
declared surplus by our allies abroad and the importation of surplus 
used and new foreign-made military rifles. 


D. Analysis of the problem 


In 1940 under the Lend-Lease Act and continuing up to the present 
date under mutual security legislation, the United States has fur- 
nished hundreds of thousands of small arms to friendly nations and 
allies. Through these same programs, additional large quantities of 
arms were financed directly or indirectly by the American Govern- 
ment. 

Obviously, the purposes of lend-lease and mutual security were to 
support the defense effort or the war effort of our allies. We believe 
that Congress never intended that this military materiel, when it 
became surplus, would be sold in such a way as to be reimported into 
the United States resulting in injury to the American industry. 

In 1957, thousands of American-made Springfield and Enfield rifles 
were dumped on the American market by commercial importers who 
purchased them as excess from our allies. The montage of advertise- 
ments handed to this committee demonstrates that rifles of United 
States manufacture are being offered for sale. 

(The montage referred to will be found in the files of the committee.) 

Mr. Hapiey. We have brought with us today a Springfield rifle 
which was purchased for $29.95 from a local arms dealer who informed 
us at the time we purchased the gun that it was bought from one of 
our allies abroad. As you can see, the gun is in excellent condition 
and usabl >: as a sporting rifle. A similar sporting arm would cost new 
over $90. The same dealer also had United States Garands, Italian, 
Japanese, and French military rifles at cut-rate prices. 

Now here [indicating] is a Springfield turned into a sporting weapon; 
where the other was sold for $29.95, this is for sale at $45. The dealer 
has altered the stock, cut it down so there is very much less weight, 
and has taken off the woodwork that is up above on a military rifle. 

Acting Chairman Morean. Were the alterations done in this 
country? 

Mr. Hapuey. Yes, after it came back. 

That still has a military sight on it. If you are going to use that as 
a sporting weapon, many people would scrap the rear sight, which is 
for military use, and put on something that they would prefer for 
sporting use. 

Under the lend-lease program, many millions of dollars worth of 
Springfields and Enfields were furnished to our allies. We do not 
have exact figures on reimports of American-made rifles because there 
are no tariffs on these imports and thus no import statistics are pub- 
lished. Certainly large quantities of American-made Springfields and 
Enfields are being offered as surplus by our allies and are imported 
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into the United States at prices which create unfair competition seri- 
ously injurying our American arms industry. 

Now, again I refer to the figure in Congressman Holifield’s report of 
import licenses issued for over 70,000 of these rifles in 1957. 

As an example, I have here a notice by the British Government 
which illustrates one method of sale employed by one of our allies 
which received large amounts of lend-lease aid. On the list are many 
pistols and rifles of American manufacture. 

I do not know how many of these have been distributed but there 
isone. It is an advertisement for tenders for the sale of miscellaneous 
surplus and in that rather long list which includes certainly several 
thousand arms, there are many that can be identified as American 
arms. Some pistols, some revolvers, some rifles, so that there is ample 
evidence of how a foreign government may dispose of these arms. 

(The document referred to will be found in the files of the com- 
mittee.) 

Mr. Haptey. These weapons are offered for sale without restriction 
as to import into the United States. 

In addition, during 1957 thousands of military rifles of Italian 
manufacture were dumped on the United States market, having been 
purchased abroad for 79 cents. I repeat, 79 cents. 

I do not believe you can buy a toy cap pistol in Middlebury, Vt., at 
that price. Even with duties, freight, insurance, and excise taxes, we 
estimate the importer’s landed cost is less than $3 per rifle. These 
rifles are sold in the United States at $14.88, as you can see from the 
montage of advertisements. 

You cannot manufacture a comparable rifle in the United States 
for any such price. A similar American-made rifle would retail for 
at least $90. We have brought with us today one of these 79-cent 
Italian Carcanos which, as you can see, is in good condition except for 
some scuff marks on the stock. 

This is an Italian Carcano, a 7.35 milimeter weapon; 79 cents 
apiece over there. $3 landed here. $14.88 to the purchaser who 
walks in with the money. 

Mr. Jupp. How much do you say a similar rifle manufactured in 
the United States would cost? 

Mr. Haptey. $90 to $125; that is, for a good American sporter. 
Now, this Carcano can be used for similar purposes. 

Imports of these 79-cent foreign-made military rifles falling under 
the $5 custom category are increasing at an alarming rate. Imports 
in 1956 increased nearly 300 percent above 1955, and in the first 11 
months of 1957 imports were more than 1,000 percent above 1955. 

Imports in the first 11 months of last year of this type of foreign- 
made rifles were about 145 percent of domestic sales for the full year 
of the same type of commercial rifle. If the American-made Spring- 
fields and Enfields reimported into the United States were added to 
these figures, the committee will understand why we say that the im- 
ports overwhelm the sales of our domestic industry. 

The millions of dollars in loss of sales to arms manufacturers, 
wholesalers, and dealers as a result of these oo pe imported rifles 
are, in our view, a major factor contributing to the serious condition 
in which the industry finds itself today. 

These 79-cent Italian Carcanos can be sold as surplus because the 
American Government, through the military aid program, has financed 
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or furnished newer and better military weapons to this NATO partner. 
In a very real sense, therefore, these are surpluses created by our 
military aid program. 

E. Future surpluses 


We are sure that the problem generated by the importation of excess 
military arms—of either American or European manufacture—has 
only begun. With the standardization of the NATO rifle, our 
industry will be faced with the problem of hundreds of thousands of 
additional rifles—including the Garand—being declared surplus 
abroad, purchased by commercial importers, and brought into the 
United States to be sold at prices with which the American arms 
industry cannot compete. 

Mr. Morano. What does NATO use? 

Mr. Hap.ey. I do not know the name of the new rifle, but it was 
agreed that it should be standardized; and they have standardized 
the ammunition which is a different ammunition than our .30 Spring- 
field or any of the European ones. It is 7.62; that has been stand- 
ardized as the cartridge. 

In Europe they perhaps have picked a Belgian gun; and here we are 
still experimenting and have not determined the weapon, but I under- 
stand an agreement has been made to use the same ammunition so if 
we are engaged in another conflict, at any rate we will have the same 
ammunition, 

Of course, if that goes on, that is going to obsolete the Garand 
which, after all, is only a dozen years old, indicating how fast we 
move these days. 

As you can see, the threat to our industry increases as each day 
passes. Our industry, through its trade association, decided earlier 
this year to bring this urgent problem to the immediate attention 
of Congress in an attempt to obtain such relief as we believe is neces- 
sary to save the American arms industry. 





ACTIVITY UNDERTAKEN BY THE INDUSTRY 


Last month the House Committee on Government Operations 
issued its 19th report, House Report 1371, February 20, 1958, which 
discusses recapture of excess materials furnished our European allies 
under military aid programs. Because the Military Operations Sub- 
committee had a familiarity with this problem of military excesses, 
we decided that our problem initially should be brought to that 
committee’s attention. 

Accordingly, on March 5 representatives of our industry met with 
Congressman Holifield and outlined our problem. He was immedi- 
ately responsive and directed the staff of the Military Operations 
Subcommittee to conduct a preliminary investigation. As you can 
appreciate, much of the information in this military arms field is 
still classified and therefore unavailable to us. 

Representatives of the Sporting Arms and Ammunition Manufac- 
turers’ Institute called on other Members of Congress who had plants 
located in their constituencies. In the past month, representatives of 
the industry called upon 10 Senators and 9 Congressmen for the sole 
purpose of apprising them of our problem. We did not see or talk to 
any other Members of Congress. Each Congressman we did see was 
informed that the Government Operations Subcommittee staff had 
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initiated a preliminary investigation into this matter. We suggested 
to the distinguished Representatives and Senators we did see that no 
requests for action were being made by the industry until such time as 
more facts were available. 

Needless to say, we are immensely grateful for the concern and 
sympathy shown by the Members of Congress with whom we have 
discussed our problem. As a result of their advice and assistance, the 
industry is bringing the matter to your attention today as being the 
committee most directly concerned. 

I understand the Military Operations Subcommittee staff has con- 
cluded its study. There are 22 pages in the committee’s preliminary 
report and it goes into this problem thoroughly in an informational 
way; I think it is a very valuable study. 

Since our industry has not had an opportunity to study this staff 
report in detail, we would like to request that our institute be given 
permission to file a memorandum for the record commenting in a 
general way on the findings and conclusions of this report. 

Acting Chairman Morean. That will be inserted when received. 


PROPOSED AMENDMENTS TO THE MUTUAL SECURITY ACT 


Mr. Hapuey. After consultation with Members of Congress, and 
after careful study of all the data available to us, we would like to 
suggest two amendments to the Mutual Security Act of 1954, as 
amended. Copies of these proposals have been furnished to each 
member of the committee. 

Of course, if Mr. Morano’s amendment is adopted, we would be 
delighted. We also have worked on some aspects that we hoped 
would be considered by this committee and with your indulgence, 
I will read you what has been prepared, which is somewhat different; 
but if Mr. Morano’s amendment passed it would be very much sim- 
pler than what we proposed. 

In view of the potentially disastrous future confronting the arms 
industry from increased imports of American-made and foreign-made 
guns, made surplus directly or indirectly as a consequence of our 
military aid program, it is our sincere belief that the suggested legisla- 
tion is necessary to bring relief to the American arms industry and 
represent reasonable proposals. 

It is our hope that this committee, after study of this problem, will 
adopt these proposals as committee amendments to the Mutual 
Security Act, the extension of which is now before you for considera- 
tion. 

In brief, the suggested amendments are: 

(1) An amendment to section 414 of the act under which arms 
imports and exports are licensed so that the President will take into 
consideration as one factor, along with foreign policy and peace, the 
competitive impact of imports on American industry. 

(2) An amendment to section 511 (¢) of the act to provide that 
equipment furnished under the military aid programs may not be 

reimported into the United States in competition with American 
industry. This, we believe, was the intention of Congress and the 
principle of this amendment is taken from Public Law 480, the 
Agriculture Trade Development and Assistance Act of 1954. 
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Amendment No. 1 


The first proposed amendment is to section 414 of the Mutual 
Security Act of 1954. Section 414 is the basic authority for the licens- 
ing of arms imports and exports. Under the proposed amendment the 
President will take into consideration not only world peace, national 
security, and foreign policy in connection with the licensing of arms 
imports, but also consider the competitive impact of such imports 
on the domestic industry. This objective can be accomplished by 
adding the following words at the end of the first sentence: 

Sec. 414. Munitions Control—(a) The President is authorized to control, in 
furtherance of world peace and the security and foreign policy of the United States, 
the export and import of arms, ammunition, and implements of war, including 


technical data relating thereto, other than by a United States Government agency: 
Provided, That the President shall take into— 


Now, the wording that is set forth in this section 414 and our proposal 
would be to add this: 

Provided, That the President shall take into consideration after appropriate in- 
vestigation by the Secretary of Commerce the cumulative impact of such imports 
to determine whether such imports cause or may cause market impact of serious 
proportions, actual or relative, to that part or subdivision of the domestic industry 
producing like or directly competitive products. 

The idea for the additional words came from the agreement between 
the Department of Defense and the Department of Commerce dated 
July 19, 1954, under which the Business and Defense Service Admin- 
istration is authorized to make impact surveys in connection with the 
disposition of surplus items by the Military Establishment in the 
United States. 

The effect of the new language is to add one additional factor— 
competitive impact—to be considered by the President along with 
those already in the licensing law. 

This language contemplates an investigation by the Department 
of Commerce similar to the investigations that the BDSA now has 
authority to make in connection with the sale of surplus property by 
the American defense establishment, and we took these words largely 
from the interdepartmental agreement under which these surveys are 
made. 


Amendment No. 2 


The second proposed amendment to the Mutual Security Act is 
patterned after the provisions of Public Law 480 (the Agriculture 
Trade Development and Assistance Act of 1954) to prevent unfair 
competition to domestic industry from surpluses sold by receiving 
countries. This objective can be accomplished by amending section 
511 (c) of the Mutual Security Act to add at the end of the subsection 
(c) the following underlined words: 

The President shall make appropriate arrangements with each nation receiving 
equipment or materials under chapter 1 of title I (other than equipment or ma- 
terials sold under the provisions of section 106) for the return to the United 
States (1) for salvage or scrap, or (2) for such other disposition as the President 
shall deem to be in the interest of mutual security, of any such equipment or 


materials which are no longer required for the purposes for which originally made 
available. 


The foregoing gives the President the privilege to receive back for 
salvage or scrap or such other disposition these various materials. 
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Now, the proposed addition would be: 


Provided further, That any equipment or material furnished or financed under 
this act, the lend-lease acts or any other military assistance program shall not, if 
sold or otherwise disposed of by the nation receiving such equipment or material, 
be imported into the United States in competition with products produced in the 
United States or for the manufacture or production of any commodity to be 
marketed in the United States in competition with United States products. 


COMMENT 


The new language above is adapted from section 104 of Public 
Law 480. 

When Congress passed Public Law 480, it foresaw and dealt with 
the possibility that agricultural products exported from the United 
States might be used to create imports which would be sold at cut rate 
prices to the injury of American agriculture. Similarly, in the 
Property Management Act of 1949, referred to earlier, the Congress 
forbade imports of surpluses sold abroad by the United States except 
to relieve shortages or when found to be beneficial to our economy. 

We believe that if Congress had foreseen the possibility of reimports 
of military aid materials when it enacted the lend-lease acts or the 
military aid programs, a provision similar to that contained in Public 
Law 480 and the Property Management Act would have been included 
in the law. 

Amendment No. 2, accordingly, is drawn to establish the same gen- 
eral principle to equipment furnished under military aid programs. 
It applies to all equipment and material furnished under any United 
States military aid program including lend-lease. In view of the 
potential flood of all kinds of these military materials which may be 
sold as surplus in the near future, we believe that this amendment is 
a reasonable safeguard to all American industries including the 
American arms industry. 

CONCLUSION 


A great deal of damage has already been done to the American arms 
industry. The future which the industry faces is not a happy one. 
It is our belief that these amendments will go a long way toward 
correcting the present unfair situation. 

On behalf of our industry, I want to express our appreciation for 
your time and interest and to offer to you and to your staff our whole- 
hearted cooperation in obtaining additional facts, exploring other 
avenues of possible relief, or in drafting further amendments which 
you deem wise or necessary. 

Thank you very much. 

(Amendments attached to Mr. Hadley’s statement follow:) 


AMENDMENT No. 1 To THe Mourvat Security Act SUGGESTED RY THE SPORTING 
ARMS AND AMMUNITION MANUFACTURERS’ INSTITUTE 


An amendment to section 414 of the Mutual Security Act is proposed to 
require the President to take into consideration not only world peace, national 
security, and foreign policy in connection with licensing arms imports, but also 
to consider the competitive impact of the imports on the domestic industry. To 
accomplish this objective it is suggested that section 41-4 (a) be amended by adding 
at the end of the first sentence the following italicized words: 

“Sec. 414. Munitions control—(a) The President is authorized to control, in 
furtherance of world peace and the security and foreign policy of the United States, 
the export and import of arms, ammunition, and implements of war, including 
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technical data relating thereto, other than by a United States Government agency: 
Provided, That the President shall take into consideration after appropriate investi- 
gation by the Secretary of Commerce the cumulative impact of such imports to determine 
whether such imports cause or may cause market impact of serious proportions, actual 
or relative, to that part or subdivision of the domestic industry producing like or 
directly competitive products.” 


AMENDMENT No. 2 Tro tHE Mortrvat Securrry Act SUGGESTED BY THE SPORTING 
ARMS AND AMMUNITION MANUFACTURERS’ INSTITUTE 


An amendment to the Mutual Security Act patterned after the provisions 
of Public Law 480 (the Agricultural Surplus Aid Act) is proposed to prevent 
unfair competition to domestic industry from surpluses sold by receiving countries. 
This objective can be accomplished by amending section 511 (c) of the Mutual 
Security Act to add at the end of subsection (c) the following italicized words: 

‘“(c) The President shall make appropriate arrangements with each nation 
receiving equipment or materials under chapter 1 of title I (other than equipment 
or materials sold under the provisions of section 106) for the return to the United 
States (1) for salvage or scrap, or (2) for such other disposition as the President 
shall deem to be in the interest of mutual security, of any such equipment or 
materials which are no longer required for the purposes for which originally made 
available: Provided further, That any equipment or material furnished or financed 
under this Act, the Lease-Lend Acts or any other military assistance program shall 
not, if sold or otherwise disposed of by the nation receiving such equipment or material, 
be imported into the United States in competition with products produced in the United 
States or for the manufacture or production of any commodity to be marketed in the 
United States in competition with United States products.” 


Acting Chairman Morean. Thank you very much, Mr. Hadley. 
I think in your statement you have certainly built up a strong case 
that we should write into this legislation something in the way of pro- 
tection for the small arms manufacturers in this country. I am sure 
Mr. Morano, a very able member of this committee, will offer the 
amendment at an appropriate time. 

Has there been any impact surveys made by the Department of 
Commerce, that you know of? 

Mr. Haptey. I am not aware that they have made such a survey. 
Can you speak to that, Dick Webster? 


STATEMENT OF RICHARD WEBSTER, SECRETARY, SPORTING 
ARMS AND AMMUNITION MANUFACTURERS’ INSTITUTE 


Mr. Wesster. Yes. 

Mr. Chairman, we have been told they have not made any such 
impact studies because nobody has requested such a study. 

Acting Chairman Morean. Has there been an attempt by any of 
the arms manufacturers to attempt a limitation on these import 
licenses? 

Mr. Wesster. Yes, sir. We have protested to the State Depart- 
ment, to the Department of Defense and to the BDSA. 

Mr. Haptey. One of them suggested, did he not, that it looked 
to them as though legislation would be needed to do anything about it. 

Mr. Wesster. That is correct. 

Acting Chairman Morean. I thought that perhaps the Secretary 
of Commerce, coming from New England, where the center of your 
problem is that perhaps some contact had been made with the Secre- 
tary, himself. I think you have areal problem here. I just wondered 
whether any attempt has been made through the executive branch of 
Government. 
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Mr. Wesster. We did attempt to see Secretary Weeks personally 
but he was tied up other matters. We did, however, see some of his 
staff assistants. 

Mr. Morano. What the chairman is suggesting, as I understand it, 
that an attempt be made to slow down the issuances of these import 
licenses so that pending enactment of this legislation some relief will 
already have begun for the industry. 

Acting Chairman Morean. That is right. 

Mr. Morano. I can assure the chairman I will begin operations in 
that direction. 

Acting Chairman Morean. I am sure you will, Mr. Morano. 

Mr. Hapury. It would be helpful, especially with the many licenses 
issued last year, some of the guns for which have not actually been 
imported, yet. 

Mr. Jupp. And I am sure if you can’t get to see the Secretary, Mr. 
Morano can. 

Mr. Morano. Well, the point is, as I understand it, the authority 
for the issuance of the import license rests with the State Department. 
The Secretary of State has been the man who has that authority, I 
believe, and will probably delegate it to some bureau head and I will 
be in contact with that gentleman as soon as I can and I would appre- 
ciate the assistance from the distinguished gentleman from Minnesota. 
I think it would be very helpful. 

Mr. Hapiey. What we hope you will adopt by way of legislation is 
that in the Government’s lic ‘ensing of imports, it will consider com- 
petitive impact on the American arms industry. That isn’t in the 
law now. 

Mr. Morano. If I may say so, Mr. Chairman, my amendment is 
a little different than yours. Yours gives the authority to make a 
study and so on and so on. 

My amendment goes more directly. It would prohibit by regula- 
tion—the regulations would have to contain a prohibition against 
the importation or the reimportation of any of the United States 
military rifles or other arms originally manufactured for military 
purposes, by some foreign government. 

Mr. Haptey. That goes right to the heart of the problem. 

Mr. Morano. Exactly. 

Acting Chairman Morean. How does an American importer make 
the arrangements—you say these rifles are purchased for approxi- 
mately 79 cents apiece? 

Mr. Hap.tey. Yes. I think he must travel around in Europe and 
must be very canny and must know when and where to pick them up. 

Acting Chairman Morean. Does he buy these in large numbers, do 
you think? 

Mr. Haptey. I can’t actually answer that question but it seems 
he must when we have so many licenses issued here. An importer 
can’t deal with 590,000 in a short period. He must have some source 
for a sizable quantity, I would presume. 

Acting Chairman Morean. Mrs. Bolton. 

Mrs. Botron. No ew Mr. Chairman. 

Acting Chairman Morgan. Mr. Selden. 

Mr. SeLpEN. Mr. dadiey, I want to thank you for the information 
you have given us. 


21862—58—pt. 10-4 
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Could you tell us how the Italians can manufacture a rifle for 79 
cents when it costs us $90 to $120 to manufacture a similar weapon? 

Mr. Haptey. I don’t think they ever manufactured it at that price; 
these are doubtlessly the weapons they used in Libya and elsewhere 
and then NATO came along and as I understand it we are aiding the 
NATO partners in rearming themselves so that they have received 
either economic aid for, or actually new weapons. These rifles are no 
longer necessary for them. 

Mr. Sexpen. I am glad you have made that clear because I had 
gathered from your statement that the rifles were manufactured and 
sold to us new. 

Mr. Haptey. No, these are older guns. 

Acting Chairman Morean. I would think that this rifle would have 
a better sale value over there. I mean it would sell for more than 79 
cents in Italy, for instance. 

Mr. Haptey. Perhaps those interested in sporting weapons have 
already spent their 79 cents and all these are left over. 

Mr. Jupp. They are interested in the 79 cents and not its equiva- 
lent in lira 

Mr. Setpen. Mr. Hadley, you showed us, a few minutes ago, a 
Springfield rifle that had been brought over to this country and could 
be purchased here for $29.95. You stated that a similar rifle would 
cost from $90 to $125 if purchased new in the United States. 

Have you any idea what percentage of those Springfield rifles that 
were purchased for $29.95 would not have been patchasad at a cost 
of $90 to $120? 

Mr. Hapuey. Well, no. We cannot actually answer that question. 
As near as we can come to it perhaps is by an analysis between the 
sales of the industry’s rimfire (that is .22 caliber) arm, as opposed to 
high power center fire rifles. That brings out the fact that the high 
power center fire rifle sales are hit much harder than the .22 caliber 
where there are no significant surplus military rifle imports. 

Now, through the National Rifle Association which we made 
reference to, there is a disposal of surplus arms in the possession of the 
United States Government; those arms are sold to those who become 
members of the National Rifle Association for a figure; it seems to me 
it is around $39.95. There has been a regular sale of those rifles 
over quite a number of years, so there are sales that are being made 
at appreciably higher prices than this $29.95. So that also presents 
a problem but not as clear-cut a one as the $29.95. 

Mr. SetpeNn. You have had the other problem for sometime. 

Mr. Hapteny. We have had that for sometime, yes. 

Mr. Setpen. This then is a new problem? 

Mr. Hapuxy. This is a new one that is just coming in. 

Mr. Jupp. What do you estimate it costs the United States to 
manufacture one of those Enfields, originally? They are 70 vears old, 
or 30 years or 40 years old. They are World War I rifles, are ‘they not? 

Mr. Haputry. Most of the Enfields that were made in this country 
were made in World War I. The situation was that the British had 
been buying weapons over here, after 1914 and before we went into 
the war, and there were at least three manufacturers of those weapons. 
Winchester and Remington and a manufacturer at the Baldwin Loco- 
motive Works up near Chester, or Philadelphia. 

Now, those were made initially for the British and for the 303 
caliber, which was their caliber. Then the United States went into 
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the war and we needed, therefore, a tremendous supply of rifles; we 
didn’t want to use 303, and yet here were the tools in these three 
places for manufacturing the so-called Enfield, so what was done then 
was to adapt that gun for our 30-06, the same thing we used in the 
Springfield. So the emergency of World War I resulted in a tremen- 
dous production of these Enfield rifles calibered for a 30-06 but made 
in this country. 

Mr. Jupp. You have no offhand approximate figure as to what those 
costs us to manufacture when they were new? Those Enfields or 
Springfields. 

Mr. Haptey. No, I really don’t have that figure. Of course, that 
goes away back before the inflation of World War I. That is during 
some of the contractual arrangements. 

I would make a guess that at that time, such rifles in sizable quan- 
tities such as we would be talking about would probably have cost in 
the neighborhood of $40 to manufacture for the Government. I 
speak with hesitation because that is simply based on a general 
background of the costs of that period. 

Mr. Jupp. Has this Carcano rifle been a standard rifle in the Italian 
army until we introduced new weapons under NATO? 

Mr. Hapuey. I don’t believe so. 

Mr. Jupp. Let’s get the facts. Somebody here shakes his head. 
Mr. O’Connor is from the State Department, maybe he has the facts 
on it. 


STATEMENT OF RODERIC L. O’CONNOR, ADMINISTRATOR, 
BUREAU OF SECURITY AND CONSULAR AFFAIRS, DEPARTMENT 
OF STATE 


Mr. O’Connor. Mr. Chairman, Mr. Margrave of the Office of 
Munitions Control has more details than I do but I understand that 
rifle was made in the early twenties and was obsolete as far as the 
Italians were concerned before the last war. 

Mr. Jupp. The Carcano? 

Mr. O’Connor. Yes, sir. It has been in warehouses as an obsolete 
item. That is why the Italians were able to put it on the market. 

Mr. Jupp. They discarded it, and adopted a new rifle, perhaps, in 
the north African campaign that Mussolini engaged in or something? 

Mr. O’Connor. I can’t cite my history on the subject. 


STATEMENT OF ROBERT N. MARGRAVE, DEPUTY DIRECTOR, 
OFFICE OF MUNITIONS CONTROL, BUREAU OF SECURITY AND 
CONSULAR AFFAIRS, DEPARTMENT OF STATE 


Mr. Marerave. It is our information that the Italian Government 
used rifles other than these Carcano during World War II. The 
Carcano was regarded as an undesirable rifle for military purposes 
because of the tendency of a portion of the butt sleeve to blow out. 
The only safe way to fire it, I understand, is with American ammuni- 
tion. As I understand it, that is the way they are being fired here now, 
with United States ammunition. 

Mrs. Bourton. The cartridge cases are made in Germany and 
loaded with soft-nose bullets in California. 
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Mr. Morano. Is there a safety factor involved in the issuance of 
these licenses? They are issuing these for a rifle that there is some 
doubt about? Do I understand there is some doubt about the safety 
of them? 

Mr. Marerave. The Italian Government considered them unsafe 
to use for military purposes. That is for heavy firing, and not occa- 
sional shooting for sporting purposes. 

Mr. Morano. There is absolutely no danger to a person firing them 
for sporting purposes in this country? 

Mr. Marerave. [ am not a technician. I wouldn’t presume to 
comment on that. 

Mr. Jupp. You haven’t heard any complaints or reports of injuries 
from explosion when used by American sportsmen? 

Mr. O’Connor. It wouldn’t necessarily come to our attention. 

Mr. Jupp. Has anyone an estimate as to how much it costs the 
Italians to manufacture these rifles that they deliver here for 79 cents 
and resell for $14? Incidentally, I would like to get into that business 
if you can buy them for 79 cents and sell them for $14.88. That is a 
pretty good markup. You have no figures on how much they prob- 
ably cost the Italians to produce? 

Mr. O’Connor. No. 

Mr. Haptey. One would have to examine the gun in detail and be 
advised of labor rates over there, and so forth. 

Mr. Morano. Will the gentleman yield before he leaves that point?’ 

Mr. Jupp. Yes. 

Mr. Morano. According to a special report of the Department of 
Commerce on the United States import of cartridges, there was 
imported from Italy 4,482,000 rounds of these cartridges for this gun 
in December. 

Mr. Haptey. It doesn’t say whether those are military cartridges. 
or not. 

Mr. Morano. It is the cartridge for this particular gun, I believe. 
I assume that it is for this gun. 

Mr. Jupp. They probably figure that not as many jackrabbits or 
deer can jump up in front of a huntsman as there were Ethiopians to 
shoot at when they were fighting in Africa and the gun would not get 
as hot. 

Mr. Hapuey. These were probably sharp-pointed bullets, and not 
the soft bullet used for sporting use. 

Mr. Jupp. This memorandum from Mr. Holifield’s committee is 
not secret or classified? 

Acting Chairman Morean. No. 

Mr. Jupp. On pages 15 and 16, this subcommittee investigator 
recites the various controls that are in the legislation, or in the regula- 
tions that have been issued, to prevent this kind of import. At the 
top of page 16 the memorandum reads: 

Another provision of the Mutual Security Act of 1954, as amended, requires 
the President to withhold military assistance from any nation unless it agrees to 
“impose restrictions against transfer of title to or possession of any equipment 
and materials without the consent of the President.” 


According to information given the staff, no request for permission to transfer 
small arms has been made by any country receiving military aid. 
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Now, this next paragraph. I am not sure that it is a sequitur. 
It says: 


In view of the above information, there is no clear evidence that any firearms 
imported into the United States have been derived from excess military aid 
equipment furnished after 1949. 

Apparently, the assumption is that, since no country receiving 
American military aid has applied for permission or consent of the 
President to transfer title, therefore, none have transferred title, and, 
therefore, there is no clear evidence that any of these firearms have 
been furnished under the military aid program. I presume that 
raises a question as to whether this piece of legislation is the place 
to handle this problem. 

If there is no evidence—and I do not know—that any of these 
weapons coming in were furnished by the United States under the 
military assistance program, then a question can be raised as to whether 
an amendment to the Mutual Security Act is the proper way to deal 
with it. That is the only point I am raising here. 

Acting Chairman MorGan. They were furnished under lend-lease, 
though. 

Mr. Jupp. I know, and maybe it is all right for us to include it in 
this legislation. The committee has to consider that. We could 
say, ‘‘Any weapons furnished under the Lend-Lease Act or under this 
Act.”” But perhaps a better way to deal with it would be to get 
restrictions in the regulations whereby the permits are issued. The 
whole affair is obviously contrary to the plain intent of Congress. 

Now, Mr. Hadley, which is the best way to skin this cat? 

Mr. Hapuey. I can see there is a problem. 

What you read there referred to things given since 1949. 

Mr. Jupp. Yes. 

Mr. Hapury. And the lend-lease would be before that. 

Mr. Jupp. You are offering an amendment to a piece of legislation 
which deals with a program established in 1949 and I think there may 
be a question, I am not sure, as to whether the way to correct some- 
thing that happened before this legislation ever came into being or 
this program ever was instituted is to put an amendment in this act. 

If this act is not being violated, perhaps we should not try to correct 
violations of other acts by an amendment to this act. I think our 
staff has to do some work on that, but I think I can assure you, 
Mr. Hadley, that the overwhelming majority of the Congress will 
support whatever is worked out as the proper way to deal with it. 

Mr. Morano. Dr. Judd, to begin with, I believe that in the future 
the amendment I have prepared will deal with anything that happens 
in the future. That is No. 1. 

No. 2, what has happened in the past and what is pending now, 
which is the issuance of these licenses, can be attacked by maybe 
administrative remedy, so we have two ways to attack this problem. 

There is another problem we have and that is American-made rifles 
in Americans’ hands over there, that we ship over there in connection 
with our program, when they are declared surplus. 

Mr. Jupp. Mr. Holifield made this point the other day, which I 
had not been quite clear on. When | asked him why we had not 
been operating our proper recapture authority, he said the recapture 
authority applies to excess materials. That is, if there is more in 
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France than France needs, but we need some of it in Belgium, then 
we recapture it in France and transfer to Belgium. Surplus is differ- 
ent. That is materiel that they do not need in France, Belgium, 
Norway, Italy, or anywhere. 

He gave the impression that the recapture authority applied only 
to the items in excess and not to those in surplus. 

Mr. Morano. All right. Supposing we have shipped over a num- 
ber of rifles to Japan. They declare their rifles surplus and they sell 
it our people import them. This amendment would prohibit 
that. 

Mr. Jupp. That is right, because their rifles would not be surplus 
to us, but they are stefan to them. 

Mr. Morano. And we could not recapture them under our new 
security law. 

Mr. Jupp. We have to determine the best way to do it. 

Mr. Haptey. Yours will take care of the future too. 

Mr. Morano. This amendment, of course, is subject to tightening 
up and changing too as we go along, but we can argue that out. 

Mr. Jupp. I have no further questions. 

Acting Chairman Morean. Any further questions? 

Thank you, Mr. Hadley. 

Mr.-Morano. Thank you very much, Mr. Chairman, for the 
hearing. 

Acting Chairman Morean. Mr. O’Connor. 

Mr. O’Connor. I have with me Mr. Robert Margrave who is the 
Deputy Director, Office of Munitions Control. 

I appreciate very much this opportunity to say a word or two on 
this problem. 

We have had several conversations with the gentlemen from the 
industry and we in the Department are very sympathetic to their 
problem and realize it is a difficult problem. However, we have a 
problem too in the Department and I want to make clear to you just 
what our problem is. 

Under the present legislation, the pertinent section, section 414 (a) 
reads: 
that the President is authorized to control in the furtherance of world peace and 
the security and foreign policy of the United States, the export and import of arms, 

Now, under that provision as we have administered it, we have not 
felt that it was appropriate or even lawful for the State Department 
to take into consideration domestic factors of competition or impact 
of imported arms on the domestic market and this is the position 
that we have repeatedly communicated to the various people interested 
in the program. 

We have to look at these problems from the point of view of this 
legislation, which is the only reason we are in this business. Foreign 
policy and impact on world peace. 

I am frank to say that wean there are questions of surplus arms 
cropping up abroad, which another area is bidding for, it may very 


often be the better part of valor and indeed the best part of our 
foreign relations to have them imported into this country rather than 
float around. 

We had a recent incident of the 18,000 Springfield rifles that were 
up for export sale in Italy and we had evidence which I regret to say 
is classified that they were going to a part of the world which quite 
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clearly would have been very troublesome to us from a point of view 
of foreign policy and in that situation, under the directive of this 
statute it was quite clear that to have these arms come in here was 
highly beneficial, purely from this point of view. 

So I would say in searching for a solution to this problem that as 
we see it it would not lie in administrative action. 

We have had various conversations in trying to find out if there was 
any administrative way of doing it and we have not been able to see it. 

Now, I would like to reemphasize again what Dr. Judd pointed out 
in the Holifield report, which we in the Department have not had a 
chance to study, Mr. Chairman, nor have we had a chance to study 
any of the legislation which has been offered so that I am not in a 
position to give any specific comment on any actual suggestion. 

But I would like to emphasize again that so far as we have been able 
to find out—and I cannot answer for every single piece of military 
hardware, but so far as we have been able to find out, there are no 
arms from the mutual security program that have been brought in 
here. There certainly have been no requests for licenses and obvi- 
ously no licenses granted, and so far as we know, no such arms im- 
ported. 

It is true that there are lend-lease arms that have come in in the 
last few years. Last year the number of lend-lease rifles that came in, 
which is the main point, I gather, under discussion here, was a very 
minimum number. 

Mr. MARGRAVE. 439. 

Mr. O’Connor. In an amount of less than $10,000. That is lend- 
lease rifles imported in the year 1957. 

I do not mean by that to minimize the problems that our friend in 
the arms manufacturing industry have, but I do mean to indicate that 
the brunt of this impact on them as we see it is not coming from 
weapons that have been supplied by the United States Government 
abroad in any of these programs. 

I should like again to just comment on the Italian Carcono rifles, 
these famous 89-cent rifles. The reason I raised the comment I did, 
Mr. Chairman, as to their origin is simply to point out that I do not 
think it is an accurate statement to say that those rifles are in fact 
now surplus because of any arms that we sent to Italy under NATO 
or any of these other programs. 

The fact of the matter is that those arms were surplus according to 
our information before the Second World War in Italy and they have 
not been driven into surplus by any new arms that have been supplied 
by this Government. 

Acting Chairman Morean. Thank you, Mr. O’Connor. 

I am particularly interested in your statement about these arms 
going elsewhere, where they would cause us trouble. There was a 
press story about a plane that was forced down in North Africa 
3 or 4 weeks ago, loaded with arms. At first they thought it was 
going to Algeria but after investigation, it proved to be going toa 
country in Central America. 

Now, would arms on that plane be of this type or would they be 
newer weapons? 

Mr. O’Connor. I do not know of that particular incident. 

Mr. Marerave. All we have on that is what was in the newspapers; 
they originated with the Israeli Government. They were not Amer- 
ican supplied arms at all. 
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Mrs. Botron. I am rather intrigued by the whole visit because 
after Rommel had been snowed under, so to speak, there was a 
perfectly beautiful job done of digging the guns out from under the 
sand and taking them over the old camel routes to the Israelis and 
others. 

It is a most picturesque story and I do not see why we have not had 
movies made of it. ‘There are always people who are going to get all 
the arms they can and sell them to the next fellow who wants them. 

I think this is a most intriguing matter that you bring up. I come 
out of Connecticut myself and I have a very warm feeling for the arms 
business there and think that we do need very much to do whatever is 

ossible to alleviate the situation there, but, of course, it has to be 

ounded on fact and we have to take everything into consideration as 
we study the bill. 

Mr. O’Connor. I think, Mrs. Bolton, in that respect my own 
thought would be that J would not like to see any legislation, in any 

articular instance, where we were faced with certain facts, either 
rom intelligence sources or elsewhere, that indicated to us that we 
really would be better off having those arms in this country. I 
wouldn’t like to see legislation which prevented our doing that. 

I am perfectly willing to see any kinds of protection or consulta- 
tion, or what have you, but you can see that in a particular situation 
it may be darned important that we have some ability to have those 
arms come here, rather than go somewhere else. 

Of course, in some instances we have brought arms here in a bonded 
situation. In other words, we brought them into a free-trade area and 
it does not enter them into competition but does reinsert those arms 
under our control, because then, although they are bonded and 
therefore can’t be sold in this country in competition with our friends 
from Connecticut and elsewhere, they do have to come up to us for an 
export license, and therefore we have some idea of knowing where 
they go. 

Possibly that is one solution. As I say, we haven’t staffed this out 
from the point of view of any particular legislation. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

May I inquire what you did with the 18,000 Italian rifles that you 
bought preemptively to prevent their being shipped to someplace 
where they might do us more harm? 

Mr. O’Connor. They were United States rifles that were in the 
hands of the Italian Government. 

Mr. Jupp. They had been declared surplus, somehow? 

Mr. O’Connor. I think they were our famous friends, the Spring- 
fields, that either had been abandoned, although perhaps the military 
has more information on that. At any rate, they did not come under 
lend-lease or the mutual security program. 

Mr. Jupp. You brought them to this country, I presume. What 
did you do with them when you got them here? 

Mr. O’Connor. We didn’t buy them, Dr. Judd. They were 
bought by a private dealer in this country who applied to us for a 
license, but it was clearly indicated to us that there were other people 
also trying to buy them, so we lost no time in approving the license. 

Mr. Jupp. I think that if the United States Government wanted 
to buy them and put them in storage, or something, that is one thing; 
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but to authorize a dealer to bring these into the United States of 
America and thereby ask one industry, the arms industry, to pay the 
cost of a policy from which our whole country will benefit, is a little 
tough on that industry, to say the least. 

Mr. O’Connor. All I am pointing out is that it isn’t us that made 
it tough on the industry. We are operating under a law here which 
asks for foreign policy and security——— 

Mr. Jupp. I think you are right in engaging in this preemptive 
buying. During the war we bought cork from Spain that we had no 
use for, but we had to keep it out of Hitler’s hands. He needed it 
and couldn’t get it. Perhaps we dumped it in the ocean. That may 
have been the right thing to do—of course not cork, because it wouldn’t 
sink—but in the case of rifles, they presumably would sink. If it is 
important enough for our foreign policy that we should buy up surplus 
rifles at 79 cents apiece, or whatever the rate is, to help them out of 
dangerous hands, I think we ought to buy them, and the Congress 
ought to authorize that, but I am not sure that it ought to authorize 
some dealer to buy them and bring them over here and undersell our 
own manufacturers. 

Mr. Morano. I am about to agree with Dr. Judd in the statement 
he made, about making the arms industry pay for a foreign policy to 
protect the security of all of the people. 

Mr. Jupp. It is the peace and security of the world, and we are 
asking one industry to pay the cost. 

Of course, that is true with tariffs, which is the reason for the 
opposition to reciprocal trade agreements. We have to have trade to 
have good relations with the world, but should we ask the particular 
industries which are hit to take the licking because of policies from 
which the whole country will benefit through improved hope for peace, 
prosperity and security? Nobody yet has come up with an answer 
there that is satisfying—to me, at least. 

I voted for reciprocal trade and will continue to, but I am not happy 
about it. Why ask a fraction of the people to pick up the check for a 
policy which is for the benefit of all the people? 

Mr. O’Connor. I don’t have—but I think the military does—the 
figures that show the amount of arms bought by the United States 
Government under the mutual security program for export abroad, 
and it seems to me that would be a relevant figure in this particular 
picture. 

Mr. Jupp. I think, Mr. Chairman, we ought to ask the people who 
handled this in the Pentagon to come up with the figure of how many 
arms we have bought and supplied to our allies, for example in Europe. 

Mr. O’Connor. Now, sir, in your comment about tariffs, I under- 
stand, insofar as new rifles are concerned, that the arms industry 
people have been to the Tariff Commission a number of times. I 
am not familiar with that aspect of the matter. I think another per- 
tinent figure, though, on that aspect, is the figure on exports which 
regrettably are classified. I could give them to this committee, but I 
can say this, that consistently the exports have been considerably 
larger than the imports in both dollars and amount. 

Mr. Morano. Mr. O’Connor, have you examined the amendment 
I expect to propose? 

Mr. O’Connor. I just saw it when I came here, sir. 

Mr. Morano. First of all, will you concede there is a problem? 
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Mr. O’Connor. I do, indeed. 

Mr. Morano. Will you also concede that while you operate strictly 
according to law that my amendment is needed to prevent by regula- 
tion of law the dumping of all these arms into the United States? 

Mr. O’Connor. I am certain if you state the intent of it, I am 
certain it is. I just haven’t had time to determine where it fits in. 

Mr. Morano. It says: 


Such regulations shall prohibit the importation or reimportation into the 
United States of military rifles or other arms originally manufactured for military 
purposes, or parts thereof, to be marketed in competition with rifles or other arms 
of domestic manufacture. 


In other words, if you wanted to adopt the policy of buying these 
excess rifles and ammunition and store them somewhere, there 
wouldn’t be any regulation against that in this amendment. You 
could do that if you wanted to. All you couldn’t do would be to 
put them in the market in competition with domestic industry. 

Wouldn’t you interpret that to mean the same? 

Mr. O’Connor. Yes; I think that is right. 

Mr. Morano. Now, if there is no other way of giving relief to this 
industry, don’t you agree with me that legislation is the w ay to do it? 

Mr. O’Connor. Mr. Morano, I am afraid I just can’t take a posi- 
tion on- this amendment, or any other, because I haven’t studied it 
and I haven’t talked to the law yers or anything else. 

Under our present law it will certainly take legislation to operate 
differently. 

Mr. Morano. You are saying there is no administrative remedy 
and legislation is required if anything is to be done? 

Mr. O’Connor. Insofar as we are talking now about import licenses, 
that is correct. 

Mr. Morano. Thank you. 

Acting Chairman Morean. Thank you, Mr. O’Connor. 

The committee will now stand adjourned. 

(Whereupon, at 4:30 p. m., the committee adjourned, to reconvene 
at 10:30 a. m., Wednesday, March 26, 1958.) 

(The following material has been supplied by the Department of 
Defense for inclusion in the record:) 

AssIsTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS, 
Washington, D. C., April 2, 1958. 
Hon. Tuomas E. Morean, 


Acting Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 


Dear Dr. Moraan: In the light of the interest expressed by your committee 
and others in the question of the reentry into the United States of small arms of 
United States manufacture, this Office has prepared the attached statement on 
this matter. 

I hope that the statement will be found responsive and that it will answer the 
several questions which have been raised with respect to the subject. If so, it 
occurs to me that you might care to have it inserted in the record of the hearings 
on the mutual security bill for possible future reference in connection with floor 
debate. 

If the attached statement does not fully meet your requirements, please let me 
know so that we may provide you with any additional information you may wish 
to have. 

Sincerely, 


MANSFIELD D. SPRAGUE. 
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STATEMENT ON REIMPORTATION OF SMALL ARMS 


The following information is provided in response to questions raised at hearings 
on the mutual security program before the Senate Committee on Foreign Relations 
and the House Committee on Foreign Affairs with respect to the reimportation into 
the United States of small arms erroneously believed to have been provided under 
the military assistance program, 

The fact of the matter is that none of the rifles whose reentry is causing concern 
were provided under the military assistance program. This statement is sup- 
ported by reports submitted by the United States military assistance advisory 
group in. each country to which the United States is giving military assistance. 
Moreover, specific procedures and agréements assure that military assistance 
equipment may be used only for the purpose for which provided. 

Bilateral agreements with each recipient country provide further that equipment 
furnished as military assistance will not be disposed of without the consent of the 
United States. The procedures established by these agreements require that 
equipment becoming excess to the needs of the country will be reported to the 
military assistance advisory group. A determination is then made by United 
States authorities as to whether there is a requirement for the equipment in 
another country to which the United States is giving military assistance, or for use 
by any United States agency. Only after it has been determined that no such 
requirement exists is consent given for the disposal of the equipment in question 
as scrap or Salvage. This, of course, precludes its resale for the purpose for which 
it was originally intended. These procedures are prescribed by Department of 
Defense Directive No. 2110.4, dated December 7, 1956. Proceeds from disposal 
are applied to the defense effort of the particular country in question. 

In no case have any rifles provided as grant aid under the military assistance 
program been declared excess by any recipient country. It is, therefore, patently 
impossible for any such rifles to have legally reentered the United States for 
commercial resale. 

As a further check on the proper and prescribed use of equipment provided 
under the military assistance program, all countries receiving grant aid report 
annually the number of items on hand of each type of equipment supplied. Latest 
reports indicate that, in every case, the number of rifles and carbines on hand at 
least equals the quantity heretofore provided under the military assistance pro- 
gram. The operating procedures prescribed for the programing of military 
assistance are such that no rifles could have been provided to any country unless 
there were a net deficiency. In computing such deficiency, usuable assets avail- 
able from any source, including items acquired under lend-lease or from surplus 
sales, are always taken into account. 

The Department of State is responsible for licensing the import of small arms. 
That Department has reported that, for example, 70,000 American-made rifles 
were licensed for import in 1957. Of this total, 40,000 were pre-World War I 
rifles imported from Latin America; 18,000 were Springfields known to have 
been recovered on the battlefields by the Italians during World War II; and 
10,000 were Garands, imported into the foreign trade zone, and not licensed for 
sale in the United States. The balance of 2,000 are a miscellaneous assortment 
not identifiable in any way with the military assistance program. 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., April 15, 1958. 
Hon. THomas E. Morgan, 
Acting Chairman, House Foreign Affairs Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. CuatrMan: As you know, I have proposed the attached amendment 
to section 414 of the Mutual Security Act which would prohibit the importation 
or reimportation of all military firearms and ammunition for sale in competition 
with domestic sporting arms and ammunition. I believe this amendment is 
required to alleviate a situation which has caused widespread unemployment and 
financial loss among the Nation’s sporting arms manufacturers and their distri- 
butors and dealers throughout the United States. I believe that testimony now 
part of the Foreign Affairs Committee’s records substantiates the need for relieving 
the serious threat to a vital defense industry. 

In my study of this problem, I have come upon a phase of the matter which has 
greatly increased my concern—above and beyond that which invokes such a 
hardship upon domestic industry. Among the thousands of military weapons 
declared surplus by mutual aid nations and-returned: to this country to compete 
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against American sporting arms on the commercial market is the Italian Carcano 
earbine. The Carcano being imported in greatest numbers is an 1891 model 
modified in 1938 for caliber 7.35 millimeters. The Carcano has been declared by 
the Italian Government to be unsafe for military use, according to testimony of 
representatives of our own Department of State, and an internationally recog- 
nized American gun authority, writing in an official publication of the National 
Rifle Association, underscores this finding. 

Based on these two sources alone, it would seem to me that there is sufficient 
reason for all responsible citizens of this country to be alarmed over the distri- 
bution of these questionable arms among our Nation’s sportsmen. 

Robert N. Margrave, Deputy Director, Office of Munitions Control, Bureau 
of Security and Consular Affairs, Department of State, pointed out in official 
testimony before our committee: ‘It is our information that the Italian Govern- 
ment used rifles other than the Careano during World War II. The Carcano 
was regarded as an undesirable rifle for military purposes because of the tendency 
of a portion of the barrel to explode.” 

Mr. Margrave added, “The only safe way to fire it, I understand, is with 
American ammunition.” 

The Carcano carbine is of 7.35 millimeter caliber, and I am informed that no 
American ammunition manufacturer produces this cartridge. Shooters who 
expect to fire the Carcano must obtain ammunition whose origin is other than 
domestic. The Department of Commerce reports that in last December alone 
4,482,000 cartridges for this gun were imported from Italy. It is obvious that 
a gun, declared by the Italian Government to be unsafe for use with this specific 
ammunition, would be just as hazardous in the hands of an American sportsman. 

Furthermore, Mr. Walter H. B. Smith, author of Rifles, Volume 2 of the 
NRA Book of Small Arms, copublished by the National Rifle Association of 
America, Washington, D. C., and the Military Service Publishing Co., Harris- 
burg, Pa., has this to say about the Carcano (p. 246): 

‘The safety system (of the Carcano) is an Italian design, and is inherently 
dangerous as shattering or shearing of a fragile holding lug will let the firing pin 
blow back out of the bolt.’ 

I am informed by reputable gun designers that the shattering of this lug could 
be caused by a pierced primer in a cartridge. The expected, logical route of 
travel for the blown-back firing pin would be rearward through the shooter’s 
face. 

I assure you I make no claims to be technically versed in the field of arms and 
ammunition, but I am appalled by what is, even to the most uninitiated, an 
obvious threat to the life and limb of the American sportsman. There is, I am 
told, 1.0 regulatory system by which these and other imports of dubious origin can 
be examined and tested before they are made available to civilian shooters. 

I believe that this, together with the testimony of Mr. E. C. Hadley, demon- 
strates that it is necessary that Congress adopt my amendment or similar legisla- 
tion to correct this situation. 

I would appreciate it if you will bring the foregoing additiona! information to the 
attention of the members of the committee. 

Cordially yours, 


ALBERT P. MoRANO. 





COMMITTEE ON FOREIGN AFFAIRS 
To Br 


On page 14, immediately after line 14, insert the following: 
““(1) Section 414 (b) of such Act, which relates to munitions control, is amended 
by adding at the end thereof the following: ‘Such regulations shall prohibit 
the importation or reimportation into the United States of arms or ammunition 
originally manufactured for military purposes, or parts thereof, to be marketed in 
competition with arms or ammunition of domestic manufacture.’ ”’ 

And reletter the following subsections accordingly. 
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WEDNESDAY, MARCH 26, 1958 


House OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 
Washington, D. C. 

The committee met at 10:30 a. m., in room G-3, United States 
Capitol, Washington, D. C., Hon. Thomas E. Morgan (acting chair- 
man) presiding. 

Acting Chairman MorcGan. The committee will come to order. 

This is a continuation of the hearings on the Mutual Security Act 
of 1958, including authorizations for the fiscal year 1959. 

Our first witness this morning is Maj. Gen. George Olmsted, United 
States Army Reserve, now president of the International Bank, 
Washington, D. C 

Mr. LeCompte. Mr. Chairman, could I just say one word? General 
Olmsted and I grew up together in southern Iowa. He is one of the 
very distinguished citizens of Lowa, in addition to being a personal 
friend of mine. I feel flattered, myself, that he has taken the time 
to appear before our committee. Thank you, Mr. Chairman, for 
allowing me to mention it. 

Acting Chairman Morcan. You have a statement, General? 

General Otmstep. Yes, Mr. Chairman; I do. 


STATEMENT OF MAJ. GEN. GEORGE OLMSTED (U. S. ARMY RE- 


SERVE), PRESIDENT, INTERNATIONAL BANK, WASHINGTON, 
D. C. 


General Oumsrep. I appreciate the opportunity to appear before 
your committee today to discuss with you certain aspects of the mutual 

‘curity program. It is indeed a pleasure to return as a private citizen 
he fore the Foreign Affairs Committee. 

I have the most pleasant memories of the many times I was here 
during the period 1950-53 in my then capacity as Director of Military 
\ssistance for the Department of Defense. 

In those days we all were pioneering the concept as well as the pro- 
cedures and requirements for the best type of mutual security pro- 
gram. The members of this committee and the very able staff, 
through their wisdom and understanding, have contributed greatly 
to the progress that has been made to date. 

The fact that I am appearing today as a witness is evidence of my 
continuing interest in and support of the mutual security program. 
All of us would like to do the job better, if possible. I am here as a 
private citizen, representing only my business associates and myself, 
in order to offer a suggestion which I hope will be helpful. 

The program I am about to discuss will assist us to pass from the 
defensive to the offensive in the economic cold war. This plan will 
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permit the benefits of our assistance programs to filter down to the 
individual and the small-business man. 

In brief, I am going to outline what we might refer to as an inter- 
national Morris Plan type operation, wherein local private money and 
management can join with henhagen private money and management 
to bring consumer credit to the people at reasonable interest rates. 

We are all aware that industrial development, in the form of mass 

roduction in this country, has been possible only because there has 

een mass buying power. We are aware, too, that mass buying 
power exists only because there also exists mass credit. Were it not 
for our consumer-credit system, we could never maintain our present 
capacity to consume, a capacity which must be maintained and in- 
creased if our capacity to produce is to grow and prosper. These 
points are simple and tundamental. 

However, in the field of economic assistance abroad, to date we have 
paid little, if any, attention to these basic truths. There are five 
great pools of capital in Washington whose objectives are to develop 
and stimulate the economies of friendly nations. I speak of the 
World Bank (IBRD) and the International Finance Corporation, 
both multilateral, and the Export-Import Bank, the International 
Cooperation Administration, and the Development Loan Fund, uni- 
lateral United States programs. 

All of these organizations are performing useful functions but, by 
their very nature, they must limit themselves to the larger transac- 
tions. They tend to operate more freely on the government-to-gov- 
ernment level rather than through the channels of private enterprise. 
Other than public works, their activities relate almost wholly to stimu- 
lating the capacity to produce. I am not aware of any comparable 
emphasis on stimulating the capacity to consume, an essential corol- 
lary if the economic development programs are to succeed. 

Let us remind ourselves for a moment of the true purposes of the 
mutual security program. We want to preserve and improve the 
good things in our way of life. We want to assist. less privileged 
peoples along the path of security, progress, and happiness. By so 
doing, we hope to improve our own security, progress and happiness, 
and to brighten the hope for world peace. 

We believe the success of the program will demonstrate the supe- 
riority of the free-enterprise economic system and the democratic 
political system over the systems which Communism has to offer. 

But, if the program is to succeed, its benefits must filter down to 
the individual and to the small-business man. This is both an eco- 
nomic and a political must. This is an attainable objective within 
the present laws and the presently available funds. All that is 
required is a plan and an expression of the intent and desire of 
Congress. 

As I mentioned earlier, our plan is to establish an international 
consumer credit corporation which in turn would establish in various 
countries a series of Morris Plan type companies. In each country, 
private capital and management, both American and local, would 
participate, preferably on a 50-50 basis. 

As you doubtless know, the Morris Plan companies in this country 
over the past half century have loaned many billions of dollars to 
individuals and small-business borrowers. The interest rates have 
been modest and the credit losses spectacularly low. In addition, 
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through the sale of time certificates, individual savings have been 
encouraged, with a favorable return and no losses, even in the days 
of the bank holiday. 

One of the fundamental concepts of the mutual security program 
is the encouragment of private American investment in foreign coun- 
tries, and toward this end I can assure the committee that substantial 
private American interests are available to implement such a program. 

For example, the International Bank of Washington, a private 
institution of which I am president, and the Morris Plan Corp. and 
others are prepared to subscribe the necessary capital to form such an 
international consumer credit corporation. 

Present overseas activities of such sponsors afford contacts with 
local investors who can be helpful in providing local capital and man- 
agement. Required American management and trained personnel 
can be recruited from the consumer credit companies in this country 
and moved abroad as necessary. 

Each local company will be prepared to function with dollars and 
local currency as well, with due regard to local laws and exchange 
limitations. If either are too restrictive in a specific country, no 
activity will be initiated there until the situation is remedied. The 
sale of local savings certificates will be encouraged. 

Up to this point I have merely outlined the pattern of the formation 
of the series of consumer credit companies in the international field, 

pattern that has been repeated domestically many times and over 
many years. But there is one important difference. A consumer- 
credit company, to earn profits and grow, must augment its own 
capital by bank lines of credit which enable it to do a much larger 
volume of business. 

Domestic companies have access to such bank lines. However, up 
to now, United States banks have been very reluctant to loan on 
consumer credit paper emanating from abroad. Someday this situa- 
tion will change. In the meantime, other sources of credit must be 
found; otherwise, the enterprise does not offer satisfactory prospects 
for success. 

It is at this point we see the opportunity to create the ideal relation- 
ship between government and business. Here is a common objective 
desired by both government and business where, for the time being 
at least, the cooperation of both will be required. Each can perform 
a useful function for itself and for the other. 

Fortunately, the sources of credit already exist both here and 
abroad. In the United States, the recently created Development 
Loan Fund has dollars, and abroad the counterpart and Public Law 
480 funds are available. The technique would be for each local 
company to sell subordinated debentures for dollars to the Develop- 
ment Loan Fund and for local currency to the local counterpart or 
Public Law 480 funds. 

Ultimately, when United States or local bank lines of credit become 
available, the debentures, which would be subordinated to them, 
might be reduced or retired. At all times, the initial investment by 
the management would be junior to and provide a margin of safety 
for the debentures. 

It is impossible to predict how fast this program can be developed, 
or what its needs for debenture money might be. Certainly, only a 
very small percentage of the existing funds could be safely employed 
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in the next 2 or 3 years. As the program develops, its debenture 
needs would tend to increase until satisfactory operating experience 
could attract bank lines. 

We would expect that credit losses would be higher generally than 
in the United States. We would also expect interest rates to be 
somewhat higher than here but definitely lower than what is now 
being charged for the limited credit available in many countries. 

It should be noted here that the exorbitant credit charges prev ailing 
in most underdeveloped areas provide probably the greatest economic 
obstacle to the healthy growth of private enterprise and free competi- 
tion. Capital is concentrated in the hands of a few trading firms and 
“money merchants’’; and interest rates to outsiders of 3 to 5 percent 
per month are common. 

Few of our country’s corporate success stories would have been 
written if entrepreneurs had been faced with annual interest rates of 
40 percent, 50 percent, and higher, on the capital they borrowed. 
How can we expect private enterprise to flourish abroad under credit 
conditions which would destroy our economy at home? 

The ancient art of moneylending as practiced in these regions also 
works against our social ideals and our political convictions. It 
artificially restricts trade and blocks competition, except among the 
moneyed few. It therefore works to maintain the broad gap between 
the haves and the have-nots in these regions, effectively preventing 
the existence of an economic middle class. 

It gives substance to the Communist propaganda that our assistance 
programs benefit only the rich and ignore the little fellow. 

For all of these reasons, I repeat the ability to consume must go 
hand in hand with the ability to produce, otherwise our economic 
assistance program is self-defeating in the long run. If we pioneer 
this program successfully, we would hope and expect other United 
States consumer-credit organizations would enter the field in competi- 
tion with us. We would hope too that many countries might initiate 
or stimulate such activities on their own. The magnitude of the task 
and of the opportunity is staggering. In our judgment, the ultimate 
success of our United States economic aid program will largely depend 
on increasing the capacity of the people of the free world to consume. 
The essential prerequisite is to make consumer credit available to them. 

I am not proposing to this committee any change in the legislation 
or authorization of funds for such a program as I have discussed, 
since in all probability the authority already exists. However, I 
hope you will feel the concept of establishing consumer credit facili- 
ties abroad is deserving of the attention of this committee. If the 
committee is of the opinion that the suggested program I have dis- 
cussed has merit and deserves a place i in the overall mutual security 
picture, its expression of such opinion would be most important to 
those of us who would be interested in implementing these concepts 
and working with the Development Loan Fund and the International 
Cooperation Administration toward attaining this end. 

Thank you again for the opportunity to appear before you. I 
shall continue to share with you the conviction that the mutual 
security program is of the gr eatest importance to our country and the 
free world. 

Acting Chairman Moraan. Thank you, General Olmsted. We 
certainly are glad to see you sitting in your old chair here. 
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General, not being a banker, I don’t know too much about these 
Morris Plan type functions. Could you give us an illustration? 

General Otmsrep. Yes, I would be glad to, sir. 

The Morris Plan concept was initiated in Norfolk, Va., in 1910 by 
Arthur J. Morris, who is still living and who is very much interested in 
the program I am discussing with the committee this morning. He is 
chairman of the board of Financial General Corp. which is 100 percent 
owner of the Morris Plan Corp. 

When he initiated this concept it simply was that character, steady 
employment, and basic honesty created good credit, just as United 
States Government bonds or some other type of marketable security 
created good credit and that you could find in the American people 
honest borrowers who would be willing and able to pay back their 
loans. Also something needed to be done for small-business men who 
had reasonable need to expand their credit. So, starting in Norfolk, 
Va., and spreading throughout the country, Mr. Morris and his 
associates were responsible for the development of a series of these 
Morris Plan, or consumer credit companies designed to make credit 
available to the little borrower and also designed to make it possible for 
the little saver to buy savings certificates and to get, with safety, 
a favorable rate of interest. 

The technique in setting them up was to go to each individual 
community—there probably is at least one such organization in the 
hometowns of most of you people—to provide money from the parent 
company to match money from local investors and to enlist local 
management who, after all, are the best judges of local credit, or local 
character. 

With this initial capital plus the funds derived from the sale of sav- 
ings certificates, plus borrowings from the local and other banks, these 
consumer credit companies were able and have been able through the 
past 50 years to extend credit in large measure to deserving local 
borrowers, little borrowers. 

In many States enactment of legislation was required in order to 
enable these companies to operate. 

Their rates of interest were low, they tended to put the money 
sharks out of business in making this credit available to the little 
borrowers. They were resisted by the high interest rate people. They 
still are in some instances. But they have throughout the 50 years 
that I mentioned in the paper here loaned many billions of dollars at a 
spectacularly low loss and at a very favorable interest rate. 

Having pioneered this successfully many other companies in the 
consumer credit field came into the business since the Morris Plan 
companies were initiated. 

I mention the Morris Plan as a name only for the reason that I 
think it is a familiar name to a large number of the American people. 

Does that answer your question? 

Acting Chairman Morean. Thank you, General. 

We are going to reverse our procedure here this morning and start 
at the lower end of the table. 

Mr. Curtis. 

Mr. Curtis. Mr. Chairman, thank you. 

I notice on page 3 you say, “participation on a 50-50 basis.” Iam 
not quite clear, Who are the two sides to this 50-50 arrangement? 
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General OtmstEp. May I give you a simple illustration of what we 
would propose to do. One of the places where we would initiate our 
activity would be Manila. There we have a local group of Philippine 
businessmen. If we estimated that it was deaireble to start with a 
$200,000 capital for a company to be located in Manila we would put 
up $100,000 of it in United States dollars and our associates in Manila 
would put up $100,000 in Philippine currency—pesos—and that 
would be the basis of our operation. We would hold them largely 
responsible for the management because we would feel they would 
know more about personalities and credit conditions there than we. 
However, we would supply United States management to accompany 
or work with them. 

That is a pattern that would be repeated place by place. 

We believe the 50-50 relationship is wholesome psychologically. 
We believe it is workable, too. 

The actual know-how and the technique we would supply and we 
would feel that that would give us adequate protection in the event 
of any disagreement between ourselves and our local partners. 

Mr. Curtis. You could go ahead right now and do this except that 
you need secondary credit from Government sources? 

General Otmstep. That is exactly it. 

We are prepared, in our thinking, to subscribe to a total of $3 mil- 
lion as an initial effort in this. When that is matched by $3 million 
from local investors it would be all the money that could be used in 
the operation in the beginning. It wouldn’t be enough to make it 
interesting, however, unless we could supplement that by secondary 
credit which in this country would ordinarily be bank lines from 
established banks but which in Manila wouldn’t be available. Unless 
we can supplement that by additional capital the volume of our busi- 
ness wouldn’t be sufficiently attractive to make the effort worthwhile. 

Acting Chairman Moraan. Mr. Farbstein. 

Mr. Farpstern. No questions. 

Acting Chairman Moraan. Mr. LeCompte. 

Mr. LeCompte. I thank you. 

I haven’t thought of any special questions, General. 

We do have the Morris Plan banks in Iowa, haven’t we? 

General Otmstrep. Yes. 

Mr. LeCompte. And they are very successful? 

General Otmstep. They are very good. 

Mr. LeCompre. If you will permit a comment I think you have 
made a suggestion that might be very valuable. It is something that 
never occurred to me before and the only thought that comes to my 
mind is the one that Mr. Curtis brought out and that you agreed with 
initially, that unless you get some help you couldn’t furnish enough 
loans to meet the problem, that you need some legislation that will 
provide a great deal more money than initially could be furnished. 

I am convinced that you have a splendid idea. 

Thank you. 

Acting Chairman Moraan. Mr. Pilcher. 

Mr. Pitcuer. General, would this money come out of the Devel- 
opment Loan Fund, the other part that you are talking about? 

General Otmstep. Congressman, our thought is that the dollars 
might come from the Development Loan Fund and be matched by 
foreign currencies from the existing counterpart, or Public Law 480 
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funds that exist in these countries in much larger quantities and 
amounts than we could possibly use. 

Mr. Pitcuer. Don’t you believe that the world of money we are 
spending on guns and second-hand planes and that kind of stuff used 
in something like this would do so much more for the masses of the 
people, the people who are not getting any real help under a vast 
part of our mutual security program? 

General Otmstep. Having been on the military side, but now 
having been 5 years away from it, I could not pass judgment on that, 
but I will say this to you, we leave ourselves vulnerable to Communist 
propaganda when we spend millions of dollars for spectacular things 
in a given country and none of our benefits get down to the individual. 
We leave ourselves vulnerable to Communist propaganda. 

Mr. Pitcuer. You are not a military man, but you are a private 
citizen now. 

I know in Cuba and in South America—those are the only two places 
I know about that we are emphasizing too much the factor of arming 
every little country down there and the masses are getting none of it 
and that is where communism breeds, where there is suffering and 
hunger. 

General Outmstep. That is right. 

Mr. Piucuer. I think we are overdoing it in the military. I think 
we are forcing some of these countries to spend far too much of their 
own money on the military and the little people are deriving no 
benefit from it whatever, and I do not think it is any defense of this 
country. I know it is not in Cuba. 

I know the masses down there are no more Communist than I am. 
They will tell you, ‘All we want is a little food for our wives and 
children,’’ but we are sending tanks and guns down there now to a 
dictator to put on the necks of the masses of the people. 

I think that is true in lots of places. I think your plan has merit. 

That is all, Mr. Chairman. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

It is wonderful to have you back, General Olmsted. We have 
never had a witness who commanded more confidence in this com- 
mittee than you during the years when you were the representative 
of the military side. 

I think for the record you ought to make clear that what our friend 
from Georgia said about you is not quite true. You are not com- 
pletely out of the military. Will you tell your present position? 

General Otmsrep. I command the 103d Reserve Division which 
is the largest and we believe the best Reserve division in the world, 
and I think I can have some supporters on this committee to agree 
with me because our troops are made up from Iowa and Minnesota. 

Mr. Jupp. To be the commander of the largest Reserve division 
in the United States, along with your imaginative efforts and creative 
thinking and proposals i in this field is quite an order. 

Mr. Chairman, I was happy to initiate the request to have General 
Olmsted come before us this morning because I feel so strongly that 
our emphasis on Government grants and Government loans may be 
denying this program the largest source of capital and managerial 
know-how that is available in the world. 
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I am not a banker, as our chairman has said about himself, but 
your proposal makes sense. This is a field we should explore. After 
10 years of experience, we have enough background so that we ought 
to know the shortcomings of Government grants and really get ahead 
faster in this private field. 

: have no questions. I agree so thoroughly with what you have 
said. 

General Otmsrep. Thank you. 

Acting Chairman Morean. Mr. Selden. 

Mr. Se_pen. Thank you, Mr. Chairman. 

General, I was very interested in your statement. I have been 
one of the members of this committee who has been looking for ways 
to cut down on Government spending overseas, and I realize the 
importance of encouraging overseas private investments. What 
on of Government funds do you anticipate this proposal will 
take? 

General Otmstep. Well, Congressman Selden, it will take several 
years to put this program into full momentum. It would be our hope 
that if we put up $3 million of private funds that they might be 
matched on a 10 for 1 basis by debentures purchased by the Develop- 
ment Loan Fund. That the same ratios might apply with the local 
currencies in the countries where we are operating so that the end 
result of this program, there would be $6 million of private capital and 
$60 million half from the Development Loan Fund, and half from the 
counterpart or Public Law 480 funds that exist in these countries. 

Mr. Sextpen. It would be $30 million in American dollars and $30 
million in local currencies? Is that correct? 

General Oumstep. That is right. 

On the basis of this program, assuming that the average transaction 
would be $200, you would take care of 3,300,000 individual transac- 
tions and if you turned your money twice a year, which is about the 
custom in this consumer credit business, you would take care of 
extending consumer credit to over 6 million individuals or small- 
business people. All we would require is an earmarking of, say, 
$30 million of the existing appropriations of the Development Loan 
Fund to do it. No more money. 

We do not need any more money. This is all we can use and we 
could not use it in less than 2 or 3 years safely and practically. 

Now, bear in mind the $6 million of private investment I am talking 
about would be junior to the investment of the Development Loan 
Fund so we would be fully as mindful of protecting their money as we 
would of protecting our own, you see. 

It would be probably as safe credit as might be available to them 
in their operation. Certainly I cannot think of any that would be 
safer. 

Mr. Setpen. Have you approached the Development Loan Fund 
with this plan? 

General Otmstrp. Only informally, at the staff level. Not at the 
top level. At the staff level they are intrigued by it. There is some 
question in their minds as to whether consumer credit conforms with 
the intent of Congress and that is why I am here talking to you people. 

Mr. Setpen. Thank you. 

Acting Chairman Morean. Mrs. Bolton. 
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Mrs. Botton. General, it is good to see you. You use the pro- 
noun ‘‘we.”” Who do you mean by “we,” the private investor? 

General Otmstrp. Yes. A part of this money will be put up by 
the International Bank of Washington, a part by the Morris Plan 
Corp. We have the matter under discussion with two other major 
sources of capital, both of whom are awaiting the reaction of this 
committee bebe they commit themselves. 

I would say we would have 3 or 4 associated together in the enter- 
prise, each being major, established, consumer credit operations. 

Mrs. Botron. I have had experience with the Morris Plan in years 
back so I am very much in favor of your suggestion and for seeing if 
it can be worked out in some way. It seems to be a very logical and 
reasonable method. 

When you say “junior to,” that one fund will be “junior to”’ 
the other, do you mean it comes secondly? 

General Otmstrep. That is right. The debentures that would be 
purchased by the Development Loan Fund would get their money 
back 100 cents on the dollar, with interest, before the private sources 
got their money. 

Mrs. Boron. I think that is all I have, Mr. Chairman. 

Acting Chairman Morean. Mrs. Kelly. 

Mrs. Keviy. Thank you, Mr. Chairman. 

It is so nice to have you with us again, General Olmsted. I am 
glad you returned to private enterprise b2fore yesterday because 
you might not be here recommending this excellent plan. You know 
Congress passed the bill to increase the pay of generals. 

General, will you refer to page 3? The paragraph at the top of the 
page. 

In answer to Mr. Selden’s question, you questioned whether the 
consumer credit conforms with the intent of Congress. I have always 
understood that to be the intent of Congress in this bill, so I would 
like to know, how would you suggest that we do this? You are well 
acquainted with the Mutual Security Act. Do you think a general 
statement in the Mutual Security Act would be sufficient? 

General Otmstrep. I think it would, Mrs. Kelly. I think it is 
necessary in two relationships. First, for those—and there are still 
those among us who believe that consumer credit is an uneconomic 
or a disadvantageous way to develop an economy and this would tend 
to straighten them out, and the other is that it may be possible in 
many of these countries that we will have to seek modification of their 
local laws in order to make this type of operation possible. 

Unless we have a rather clear expression of the congressional think- 
ing, we would seem to be going to them just expressing our own 
desire and there would be that present question in their minds— 
understandably —‘‘Well, does this conform to the policy of the United 
States and of the United States Congress?” 

That would be applicable not only in the possible development of 
local laws, but it would be true perhaps also in the appropriate local 
people taking the lead in being willing to propose a commitment of 
portions of their counterpart funds to the project. 

Unless there is a very clear and solid expression of the desire of 
Congress to see this thing done, or something of this order done, I feel 
that the resistances, both the resistances administratively and the 
resistances abroad will be almost too great to overcome. 
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Mrs. Ketiy. Well, Public Law 480 funds are in the complete 
control of the United States, so that could possibly be worked out 
there. The counterpart generating from the Mutual Security Act is 
joint control. 

But what worries me, while I think your idea is splendid, I wonder 
how the people of the countries would be in the possession of, or in the 
economic status to become a purchaser. Their standard of living and 
their income are so low that I do not know just how they could agree to 
this plan. 

General Outmstep. Well, Mrs. Kelly, it is true that the percentage 
of people who would be appropriate credit risks would not be as great 
at this time in most of the countries as it would be in the United States. 
The percentage would not be as great. 

In other words, there is not in existence in most of these areas a 
well defined or a numerous middle class who would be in your poten- 
tial—— 

Mrs. Ketiy. That is my worry. 

General Outmstep (continuing). Benefactors. However, in all of 
these areas there are some. There are enough to make this potentially 
attractive as a private enterprise venture. 

Now, may I illustrate with a couple of examples? 

Mrs. Keutry. Definitely. 

General Otmstep. Take Al-Khobar where we have an operation 
there on the Persian Gulf. The Arabian-American Oil Co. is develop- 
ing a middle class among the Saudi Arabs in the oil area and many of 
them are developing to the point where they have little businesses of 
their own; maybe they have a fleet of 3 or 4 vehicles that they rent to 
the oil company, but they need money to finance the purchase of 
additional ones. They are all good, solid, middle-class potential 
customers.for this type of thing and locally there is no source of credit. 

Now, this would help the progress of the oil company develop this 
Arab middle class which will be of great benefit to us now and in the 
future. 

Let me take another example. 

I had occasion in Bangkok not so long ago to talk to a little manu- 
facturer of costume scwelty. He had orders from United States post 
exchanges all over the world for about five times as much business as 
he could manufacture and the only thing that was keeping him back 
was he could not borrow money to finance his raw materials and his 
labor. His sales were already accomplished in dollars; do you see? 

Now, that little fellow could have been a very great beneficiary for 
this ty pe of thing and he could not borrow money locally. 

If you ask me, Are there 6 million people in these friendly countries 
who could use this? I do not know. We would have to find that out. 

But I think the program that we are suggesting here is sufficiently 
attractive so that we can go and find them. 

I do know that people who tried this thing in Brazil a few years ago 
succeeded greatly, but they gave it up because they could not get this 
secondary credit in order to expand their operation, and I am speaking 
of one of the finest of the consumer credit companies in the United 
States not in any way identified with our operation. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Acting Chairman Moraan. Mr. Vorys. 

Mr. Vorys. General Olmsted, you have a great idea here, and you 
used to have some great ideas when you appeared before us. I am 
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glad to see our old friend Sam Efron, who I understand is associated 
with you, here in the room to kind of back you up. 

You are no doubt familiar with the Development Loan Fund law 
which authorizes very broadly loans, credits, guaranties and other 
financing operations, not to intiods grants or direct purchases of equity 
securities. 

Now, the plans you contemplate would not involve the purchase of 
equities? 

General Otmstep. That is right. 

Mr. Vorys. So you are quite sure, are you, I think I am, that 
under existing law the sort of participation you mention is authorized. 

General Otmsrep. I have Mr. Efron’s advice on that and I have 
found it dependable in the past. 

Mr. Vorys. He is a pretty good lawyer. 

Are you familiar with a cooperative credit plan now in operation, 
I understand, in Italy? I learned about it through some people in 
Columbus, Ohio, who helped to stimulate the plan. Do you know 
about that? 

General Otmstep. No, sir; I do not. 

Mr. Vorys. Do you know of any plan similar to yours that is now 
in operation in Europe? 

General OtmstEp. We have one of our own that is confined to the 
United States military, but I do not know of any others. I do know 
that consumer credit has developed markedly, particularly in Ger- 
many in the last few years, and there is increasing and very successful 
activity that not only relates to the Germans, but is also financin 
the sale of German automobiles to United States military personne 
with German funds. 

Mr. Vorys. When we were in Formosa we learned the traditional 
rate of interest for agricultural loans was 35 percent a year. Now, 
is it your idea that you can do better than that? 

General O_mstep. Oh, yes, sir. 

The Morris Plan rate in this country is 1 percent a month with a 
small fee. I think that we would have to operate a little bit higher 
than that, but not greatly. 

Mr. Vorys. You could, however, as you mentioned in your state- 
ment, help to shape, and maybe to change, the credit plans that are 
traditional in particularly these underdeveloped countries? 

General Otmstep. In time we could, yes, sir. We would encounter 
the resistance of the entrenched money lenders. The cartels of credit. 
We would encounter that resistance, just like consumer credit in this 
country 50 years ago encountered the resistance of the established pools 
of credit, but over a period of time the rightness of the program will 
break through that resistance. 

That is our belief and that has been our experience in this country. 

Acting Chairman Morean. Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. No questions. 

Acting Chairman Morean. Thank you, General. We have cer- 
tainly enjoyed your testimony. 

We have Mr. John W. Hanes, Jr., Deputy Assistant Secretary of 
State, International Organization Affairs. 

You have placed more than one statement before us. Are you 
going to use both statements? 
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STATEMENT OF JOHN W. HANES, JR., DEPUTY ASSISTANT 


SECRETARY OF STATE FOR INTERNATIONAL ORGANIZATION 
AFFAIRS 


Mr. Hanss. I will proceed with both statements. 

I appreciate the opportunity of presenting the administration’s 
request for funds for contribution to the United Nations expanded 
technical assistance program and the new, related Special Projects 
Fund for calendar year 1959. 

For fiscal year 1958 the Congress appropriated $15.5 million, 
which was pledged to the United Nations program subject to the 
limitation that the United States contribution would not exceed 45 
percent of total contributions. The request now before you is for 
authorization and appropriation of $20 million in new funds and is 
designed to cover both the expanded technical assistance program to 
which we have been contributing in the past, and the new Special 
Projects Fund which was approved by the General Assembly in 
December 1957. These programs are not two totally different 
creatures; rather, they are two sides of the same coin. Both are 
“technical assistance’ programs; and in a very real sense the new 
one grows out of the old. Therefore, I should first discuss the Ex- 
panded Technical Assistance Program. 

The United States has found it wise to support technical assistance 
through multilateral channels for several good reasons. 

(1) Participation in international programs in which other govern- 
ments share the cost is more economical for the United States than 
bearing the cost alone. 

(2) Many countries—particularly the new and sensitive countries 
prefer to request assistance from an international organization of 
which they are members and to which they contribute rather than 
from an individual foreign government. 

This does not mean that they don’t know and recognize where 
the largest portion of international aid comes from. Much good will 
accrues to the United States from its strong support of technical 
assistance activities of international organizations—at times a good 
will which we could gain no other way. 

(3) Experts are recruited from 61 other countries, both lessening 
the demand on United States manpower in fields where United States 
experts may be scarce, and often substantially lessening the cost of 
such expert services. 

As you know, the Expanded Technical Assistance Program of the 
United Nations was established in 1950 and has been providing tech- 
nical assistance in gradually increasing amounts since its inception. 
During the life of the program total contributions from other govern- 
ments have doubled. In 1950 other governments contributed $8 
million; for 1958 it is estimated that their contributions will exceed 
$16 million. During this same period the United States contribution 
increased from $12 million in 1950 to $15.3 million for 1957. 

Thus, while the total available has steadily increased, the United 
States has been able to decrease its percentage from 60 percent in 
1950 to 45 percent for 1958. Although the United States pledge for 
1958 is $15.5 million, the amount actually paid by the United States 
for 1958 will be only about $13.5 million because of the 45-percent 
limitation on the United States contribution. 








—e ht. at CO beet ee 





MUTUAL SECURITY ACT OF 1958 1333 


In addition to their payments to the central account, recipient 
countries contribute very large amounts in money and in kind to the 
local costs of projects. For 1958 these local contributions are estimated 
at $67.5 million which is more than twice the amount contributed to 
the central fund. It is worth noting that when these contributions 
are taken into account, the United States share of the total program 
is about 15 percent. 

As the U. N. program has grown, so has the capacity of less- 
developed countries to use assistance effectively. Indeed, this fact 
is a measure of success, for sound basic development makes possible 
and encourages further development. The emergence of some 20 
newly independent countries in recent years has inevitably added to 
the increasing—and increasingly vocal—needs of underdeveloped 
countries for more technical assistance on a multilateral basis. 

The expanded technical assistance program is carried out by the 
United Nations and its specialized agencies—FAO, WHO, UNESCO, 
ILO, ICAO, ITU, and WMO. These agencies provide experts, 
training both at home and abroad, and a limited amount of equipment 
to underdeveloped countries at their own request. The primary 
emphasis, of course, is in the fields of health, agriculture, and education, 
although assistance is also provided in industrial development, 
aviation, telecommunications, and other specialized areas. 

The program is financed by annual voluntary contributions from 
governments to a central fund. Governments announce their 
pledges for the following calendar year at a pledging conference in the 
fall. In order for a United States pledge to be made in October 1958 
for calendar year 1959, authorization and appropriation of funds for 
fiscal year 1959 are now requested. 

As Mr. Dillon pointed out when he appeared before this com- 
mittee on February 27, one of the changes which is proposed in the 
mutual security legislation is to provide for the expansion of the 
United Nations technical assistance program and the establishment of 
a new but related Special Projects Fund. 

Since your distinguished colleague, Dr. Judd, was so intimately 
connected with the United States proposal for the Special Projects 
Fund which was approved last fall by the U. N. General Assembly, I 
hope he will be willing to tell you about its details, particularly since 
he is in a better position to give you a firsthand account of what 
happened in New York than I am. 

I would like to add only two things. The first is that we are pro- 
posing a United States pledge of $38 million as our share of the total 
projected fund in 1959. This would be for both the United Nations 
technical assistance program and the Special Projects Fund, and would 
be subject to the percentage limitation set by the Congress. Detailed 
plans for operation of the Special Fund are still under discussion. 

In view of the fact that the fund will not commence operations until 
January 1, 1959, and will require some time to gain momentum to 
reach its full proposed operating level, we estimate that the actual 
United States payment in 1959 required to fulfill this pledge would be 
about $20 million. The legislation before you provides for authoriza- 
tion for an appropriation of that amount. If contributions by other 
nations call for a contribution by the United States in excess of $20 


million, such additional funds would be taken from the contingency 
fund. 
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The second relates to the percentage limitation of 38 percent pres- 
ently set by Congress for fiscal year 1959 on our contribution to the 
ETAP, to be further reduced to 33% percent in fiscal year 1960. The 
United States delegation to the 12th General Assembly came to the 
unanimous conclusion that it would be in the United States interest 
for this limitation to be reconsidered, and so recommended in a tele- 
gram to the State Department signed by every member of the dele- 
gation. 

A percentage limitation can be a good thing; properly set it stimu- 
lates other contributions and imposes a necessary sense of fiscal 
responsibility. There are occasions, however, where too rigid an 
adherence to an arbitrary figure can have the opposite effect to what 
is intended. There may be times when the battle of a few percentage 
points can be won at the expense of a whole campaign. 

We feel this danger exists with regard to the present percentage 
limitation provisions of this law. 


UNITED NATIONS SPECIAL PROJECTS FUND 


There has been growing pressure in recent years from under- 
developed countries for an international development fund to be 
administered by the United Nations. In the summer of 1957 the 
Economic and Social Council passed a resolution urging the General 
Assembly to proceed with the establishment of a Special United 
Nations Fund for Economic Development (SUNFED). The United 
States has consistently opposed such a move on grounds that adequate 
funds would not be available to make a multilateral economic develop- 
ment fund meaningful until such time as there had been substantial 
progress toward international disarmament. 

At the 12th General Assembly, which convened in September 1957, 
the United States was faced with the alternative of having SUNFED 
established over its opposition, or of proposing some other concrete 
and feasible measure which would aid the economic development of 
the less developed countries, but would be more capable of realization 
than SUNFED. 

The United States took the initiative in proposing a substantial 
enlargement of the U. N. expanded technical assistance program 
from its present level of about $30 million to about $100 million in- 
cluding the establishment of a related special projects fund. 

The Special Projects Fund, as proposed by the United States, would 
be integrally related to the Expanded Technical Assistance Program 
and specifically earmarked for such technical development projects 
as would provide concentration in depth on surveys, research, and 
training projects of basic importance to successful economic growth, 
many of them regional in scope. This fund would help finance such 
projects as intensive surveys of water, mineral, and potential power 
resources, the establishment, including staffing and equipping, of 
training institutes in public administration, statistics, and tech- 
nology, and of agricultural and industrial research and productivity 
centers. 

It is true that the United Nations expanded technical assistance 
program now operates in these fields in a limited way. The needs 
of the less developed countries requesting assistance from the United 
Nations are great, however, and it has not been possible to provide 
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more than a few experts and fellowships in response to any individual 
country’s request. The new fund will enable the United Nations to 
give more systematic assistance in the fields listed and to support 
projects which require more sustained efforts. 

The proposed Special Projects Fund is not an international capital 
development fund. It will not provide capital to build bridges, dams, 
roads, powerplants or houses. It will help provide the basic data and 
economic framework which must be the basis for sound economic 
development in any country. 

The General Assembly resolution provides that the existing admin- 
istrative machinery will be used to the maximum extent possible in 
the administration of the Special Projects Fund. A Preparatory 
Commission of 16 governments was established to work out the organ- 
izational and administrative arrangements which will be required for 
the program, to define the precise type of projects which the Special 
Projects Fund will carry out, and to assess the resources which govern- 
ments might be prepared to make available to the fund. The Pre- 
paratory Commission is meeting this month to study these problems 
and will report to the Economic and Social Council at its session in 
the summer of 1958. The proposed arrangements will be submitted 
to the General Assembly this fall and we plan that the fund can begin 
operation January 1, 1959. 

The Special Projects Fund falls far short of the hopes of the sup- 
porters of SUN FED. It was the view of the executive branch, shared 
by responsible opinion in many countries, that the methods previously 
suggested by which these hopes might be realized have been entirely 
unrealistic. The problem has been to find some immediate practical 
step which could be taken toward providing the needed additional 
basic assistance looking toward the economic development of less- 
developed countries. We believe that the Special Fund is such a 
realistic step. It is essential that the initiative which the United 
States delegation took at the 12th General Assembly, under the able 
leadership of Dr. Walter Judd, should be supported by the provision 
of adequate funds from the United States. 


UNITED NATIONS CHILDREN’S FUND 


This statement is submitted in support of the request of $11 million 
for contribution to the calendar year 1959 program of the United 
Nations Children’s Fund (UNICEF). 

UNICEF was originally established to assist in meeting the needs 
of children in Europe following World War II. In recent years it has 
been reoriented to carry out a worldwide program of improving the 
health and welfare of children and mothers, with special emphasis on 
the underdeveloped regions. In 1957 UNICEF programs benefiting 
45 million children and mothers were in operation in 104 countries 
and territories. 

Governments contribute to UNICEF on a voluntary basis, and 
support for the program has grown steadily. For example, in 1953 a 
total of $14.3 million was contributed by 46 governments whereas in 
1957 contributions of $18.2 million were made by 81 governments. 

The United States has been contributing to UNICEF since its in- 
ception in 1946. In accordance with the 1958 fiscal year authoriza- 
tion and appropriation an amount of $11 million has been pledged for 
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the calendar year 1958 program. Since contributions from other gov- 
ernments have increased substantially on a year to year basis, the 
United States has been able to decrease the percentage of its contribu- 
tion from 72 percent in 1952 to 52.5 percent in 1958, while at the same 
time total funds available to the program have increased. It is pro- 
posed that the percentage of the United States contribution be further 
reduced to 50 percent for 1959. 

In addition to cash contributions received by UNICEF, its programs 
receive extensive local contributions. Against the program alloca- 
tions of $20.4 million approved by UNICEF in 1957, assisted govern- 
ments are committed to spend the equivalent of $57 million, or $2.79 
for each $1 received from UNICEF. ‘These local contributions in- 
clude services of local personnel, transportation, and locally available 
supplies, equipment and facilities. Such large scale local support 
indicates the deep interest in UNICEF projects on the part of assisted 
governments. 

UNICEF works closely with the World Health Organization (WHO) 
and the Food and Agriculture Organization (FAO), which are con- 
cerned generally with matters of health and nutrition. UNICEF 
provides the supplies and equipment which are not available locally. 
WHO and FAO, as appropriate, provide the technical knowledge and 
advice requested by assisted governments in the planning and execu- 
tion of programs. 

This basic difference in function simplifies coordination and assures 
that the health, nutrition, and welfare programs of the three agencies 
are part of a unified approach in meeting the needs of children. 

UNICEF does not assume responsibility for starting and carrying 
out child health and welfare programs. It tries to encourage and 
assist governments to develop and expand their own programs which 
they will ultimately be able to carry on without UNICEF assistance. 
The principal areas of UNICEF activity are: 

1. Basic maternal and child health and welfare services, including 
the establishment of rural health centers and clinics and the training 
of nurses and midwives. 

2. Mass health campaigns against such crippling and killing diseases 
as malaria, yaws, tuberculosis, trachoma and leprosy. The effect of 
these activities is dramatically apparent if we consider that the 
crippling and infectious disease of yaws, for example—which can 
almost always be cured by one 10-cent shot of penicillin—afflicts an 
estimated 50 million people, half of them mothers and children and 
most of the remainder of whom have had the disease since childhood. 
Malaria strikes 200 million persons each year, 2 million of whom it 
kills. The toll of such diseases, not only directly in human life but 
also in the vitality and productivity of nations, is almost incalculable. 

3. Activities to improve nutrition including long-range child 
feeding programs and the increased production and use of milk. 

4. Emergency assistance for the victims of catastrophes such as 
earthquakes, floods, droughts and famines, where the welfare of the 
child population is seriously affected. 

More than 45 million children and mothers received direct benefits 
from UNICEF-aided programs in 1957, by far the largest numbers in 
the underdeveloped areas where poverty and disease are common. 
The significance of this work from a humanitarian, an economic, or a 
political point of view is, I think, obvious. It seems clearly in the 
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United States interest to continue our leadership in providing generous 
support to this program. 

I appreciate the opportunity of requesting the funds for the United 
Nations technical assistance program and the new Special Projects 
Fund. When I say I appreciate this, it is not just a formal way of 
opening my testimony. To me, the technical assistance programs 
that the United States engages in, including these it engages in through 
the United Nations are among the most significant and I think exciting 
programs that we are in, in the international sphere, anywhere. 

During the present fiscal year, fiscal year 1958, the Congress has 
appropriated $15 million for the U. N. expanded program of technical 
assistance, although it is probable that this full amount will not be 
used because of the percentage limitation of 45 percent on our 
contribution this year. 

The request now before you is for authorization and appropriation 
of $20 million in new funds for both the expanded program of technical 
assistance and the new Special Projects Fund. 

Now, these two programs, although they have many clearly dis- 
tinctive features that set them apart and make them two different 
things, are not two totally different creatures. Perhaps it is fair to 
say they are two sides of the same coin. In a very real sense the 
Special Projects Fund has grown out of or perhaps you could say is 
built on the base of what has been done in the expanded program of 
technical assistance. 

For that reason I would like to speak first about the expanded pro- 
gram, the program which has been in operation since 1950. 

This committee knows far better than I could tell it, why the 
United States is interested in and finds it to its interest to be engaged 
in technical assistance, but it may be useful to review why we also feel 
it wise that some of our technical assistance goes through multilateral, 
United Nations channels. 

Participation in multilateral technical assistance programs is more 
economical for us, because there are other countries participating, 
other countries contributing, as well as ourselves. 

Many of the new and particularly the politically sensitive countries, 
find it much more acceptable to ask for, and to get technical assistance, 
particularly if it is technical assistance in an area such as improving 
their governmental efficiency, from an international organization to 
which they themselves contribute rather than from any single country. 
This doesn’t, by the way, mean that these countries are unaware of 
where the major share of the aid in the international program comes 
from. In fact, the good will that we build through our strong support 
of the U. N. program is frequently a good will that I think we could 
get in no other way. 

Also, there are 61 other countries besides ourselves who provide 
experts for the U. N. technical assistance program. Since one of the 
real limiting factors in any technical assistance program today is the 
availability of experts, this is a very useful thing and, incidentally, 
reduces the demand for some scarce talents on the United States as a 
supplying country of experts. 

The expanded program was established in 1950. Since that time 
contributions from other governments have risen over 100 percent. 
They have more than doubled. Our own contribution has gone up 
less than 25 percent. It has gone up approximately 25 percent and it 
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will actually come down again this year, because of the fact that it 
will not be called down by the contributions of other countries accord- 
ing to our present estimates. 

The United States contribution in terms of figures went from $12 
million in 1950 to $15.3 million for 1957, other countries having risen 
from $8 million to over $16 million. 

In addition to this payment into the central account, on which we 
base our contribution for percentage purposes it should never be 
forgotten that the recipient countries put a very large amount of 
money, which we do not figure on for these purposes but which is 
really a part of this program, in terms of local costs which the recipient 
countries themselves bear. 

That amount—$67.5 million, according to estimates for 1958, is 
more than twice the amount of our coeatbution plus all other contri- 
butions into the central fund. 

As a result, the real size of this program is about three times its 
apparent size if you merely look at the central account. On this 
basis, incidentally, it is interesting to note that our contribution is 
actually approximately 15 percent, rather than 45 percent of the total 
contributions to the program. 

The expanded program is carried out by the specialized agencies of 
the United Nations and the United Nations itself. 

The program has grown since its inception. The reasons for that 
growth are primarily twofold. One is that, it having been a fairly 
successful program, its success has created more capacity in the 
underdeveloped countries usefully to receive additional assistance. 
The second reason, of course, with which you are all familiar is the 
emergence during this time of some 20 new nations, all of whom have 
added their demands and requests to the available pool of resources. 

As Mr. Dillon pointed out before this committee on February 27, 
one of the changes of the present Mutual Security Act which we are 
proposing is to provide for the expansion of the U. N. technical 
assistance program, and the establishment of a new but related Special 
Projects Fund. 

I do not wish to go myself into any great detail on the Special 
Projects Fund since at this table is one of the greatest experts I know 
on this, your distinguished colleague, Dr. Walter Judd, who, as a 
United States Representative in the United States delegation to the 
United Nations last fall. carried the major burden of negotiating the 
very successful United States initiative on this Special Projects Fund. 

I hope that he will be willing to tell you something about it based 
on his own experience. 

I would like to say just two things before he speaks. The first is 
that our request this year is for a pledge of $38 million for the United 
States to both programs, the expanded program and the Special 
Projects Fund. 

Since the Special Projects Fund will not actually come into existence 
until the first of January, 1959, and since even then it will presumably 
move slowly in getting started, we do not think it likely that the 
United States will be called on to contribute actually more than $20 
million during the course of 1959 to both programs. Therefore, our 
request for an appropriation is for $20 million. 

Nonetheless, we are requesting authorization for a pledge of $38 
million in order that if other contributions from other countries are— 
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surprisingly but hopefully—higher than we estimate, we will none- 
theless be in a position to match those contributions, which we will 
do from the contingency funds of the mutual security bill. 

The second point I would like to mention is that of the 38 percent 
limitation presently set by the Congress for our contribution in 1959. 
The entire United States delegation to the United Nations last fall 
came to the unanimous conclusion that it would be in the United 
States interests for this limitation to be reconsidered, and so recom- 
mended in a signed telegram from the entire delegation to the State 
Department. 

A percentage limitation can be a very good thing. Properly set, 
it stimulates other contributions and it also imposes a very necessary 
sense of fiscal responsibility. 

There are occasions, however, where too rigid an adherence to any 
given figure can defeat the very purposes for which a limitation is set. 
We see this danger in the present circumstances. 

As I have mentioned to you, we can see already this year that 
contributions to the entire expanded program are going down. This 
is directly attributable to the fact that our contribution will not be 
fully called up, even though other nations have increased their 
contributions for 1958 to the program. 

Despite total increases from other nations, for the first time since 
1952 the estimated net income to the program will go down this year, 
probably by about $1 million. 

For this reason we recognize and feel that the present percentage 
limitation does raise these dangers I have mentioned. 

Mr. Chairman, rather than discuss the Special Projects Fund 
myself, I hope Dr. Judd, if agreeable to you and the committee, 
would be willing to do so. 

Acting Chairman Morean. Thank you, Mr. Hanes. We will call 
on him right now. 

We are proud of Dr. Judd. He is of great service to this committee 


and we know he was a great help to the American delegation to the 
United Nations. 


STATEMENT OF HON. WALTER H. JUDD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Jupp. Thank you very much Mr. Chairman. 

I appreciate the opportunity to give my colleagues on the committee 
a little of the background out of which this proposal grew. I was 
assigned to Committee No. 2 at the United Nations. There are 7 
committees and Committee 2 is the economic and financial committee 
which deals with all questions of trade and economic and technical 
development among the 82 member nations. 

Twenty new countries have won their independence since World 
War II, representing almost 800 million people. Most of them 
thought that if they could just get rid of the foreigner, the English 
or the Dutch or the French, the colonial powers which allegedly 
were draining them dry, exploiting them, taking their resources 
away—then, as independent countries, they could very quickly 
become rich and powerful. 

Well, they got their political independence, but in most cases the 
economic development has not followed. They did not have capital. 
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They were caught in a dilemma—wealth comes out of development, 
but they cannot get much development without capital. Where and 
how do they start the process? 

Furthermore, they did not have enough trained personnel with 
enough information and know-how. Many still do not know too 
much about their own natural resources. They have not had suffi- 
cient experience in self-government and in industrialization, which is 
the main way by which modern nations have acquired wealth. The 
promises to their people that just as soon as they got political inde- 
pendence they could carry out extensive economic development and 
improve the lot of the common folks of the country could not be 
carried out; the people are restless. It is perfectly clear—and repre- 
sentatives of these countries will tell you so on every occasion—that 
unless soon they can make more headway in improving the living 
conditions and giving more hope to their people, these new nations 
are not going to be able to maintain very long their political independ- 
ence. They will wind up having been transferred from one colonial- 
ism—that of Western Europe, which had become relatively benign— 
to another colonialism, that of the Soviet Union, which is very far 
from benign. 

That is the problem. How can it be solved? Let us begin by 
asking, what is necessary to achieve economic development? There 
are three main things. One is a country’s resources, either its own 
or imported. It must know what its resources are. 

A second is competent, trained personnel to initiate and develop 
in a sound way the economic possibilities of the country, particularly 
industrialization. 

A third is capital. 

Most of the countries have tended to focus practically all their 
attention on this third, capital. That is the dramatic one. How can 
they get more money? They seem to have the notion that the United 
States has just billions bulging out its pockets—at least that was the 
propaganda that was daily dinned into our ears—and if we would 
just not be so miserly, we could provide the capital to enable them, 
in a few years, to accomplish what the West has accomplished over 
many decades, even centuries. 

We pointed out at the very beginning how much more the United 
States had already given than all the rest of the world put together. 
Through bilateral programs, we have contributed $11 billion in 
economic aid to underdeveloped countries since World War II. 
This includes the Export-Import Bank loans, approximately $500 
million a year, for the last 5 or 6 years, of grants under the mutual 
security program, Public Law 480 surplus agricultural commodities, 
and so on. 

We have contributed substantially to regional organizations, like 
the Organization of American States and the Colombo plan. 

We have also contributed—when the figures were compiled it was 
more than I had realized—something over $3 billion through multi- 
lateral agencies: the International Monetary Fund, the International 
Bank, the specialized agencies like Food and Agriculture Organiza- 
tion, the World Health Organization, and so on, plus the expanded 
technical assistance program to the United Nations, about which 
Mr. Hanes has just spoken. 
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In addition, many countries for years have been urging the United 
Nations to set up what they call SUNFED, Special United Nations 
Fund for Economic Development, an international capital develop- 
ment fund under the United Nations. This has been proposed every 
year since about 1951. The United States and the other major con- 
tributing countries have felt obliged to oppose it under present 
circumstances. 

A SUNFED resolution was introduced in the 12th United Nations 
General Assembly last fall, sponsored by 11 leading countries from all 
over the planet, the Western Hemisphere, Western Europe, Africa 
the Middle Ea st, and the Far East, including Yugoslavia, western 
countries like the Netherlands, and underdeveloped countries like 
India and Indonesia. 

The United States opposed this resolution, as it has under two 
administrations previously, on these sound grounds: First, it is 
not feasible or practicable at the present time. There just is not 
enough money available or in sight to do the job. Perhaps I might 
read one paragraph of my initial statement on it in Committee 2, 
to show our opposition to establishing now something that might look 
as if it would produce magic results but which we were sure—trying 
to be honest and practica |—it could not deliver. 

I said: 


There is no magic in a new name, or new machinery. What is needed is addi- 
tional substance. The time to establish a new international capital fund to help 
provide large additional financing for strengthening the economic and social 
structure of the less developed countries is when many nations are able to com- 
mit themselves to provide substantial, usable resources on a continuing basis, 
for a continuing and long-term job. To establish a new international develop- 
ment fund, which we know at the start would be inadequate to do its global job, 
would neither add to the strength or prestige of the United Nations nor add 
appreciably to the economie strength and vitality of its member nations. * * * 
To adopt it at this time, we believe, would be both self-deceiving and self-defeating. 

Thus we made clear that we were against SUNFED. But we didn’t 
like to be in the position of always have to say “‘no”’ to a project that 
has become very dear to these countries, in their desperate hope that 
somehow it would help them get going on the urgent business of im- 
proving the lot of their people. 

Second, we opposed it because there is not enough recognition in 
most countries of the role of private capital in economic dev elopment. 
Always when I would ask them, “How much do you think the United 
States should provide?’ They would reply 50 percent. 

“Why?” 

They would say, ‘‘Well, you have 50 percent of the wealth of the 
world.” 

I would ask, “‘Why do you think we have 50 percent of the wealth 
of the world?” 

‘“Well—” and they would hesitate. 

; . 

Then I would try to point out that wealth is a result. In our case 
at least, wealth came primarily out of an economic philosophy and 
system which encouraged people to invest their own capital and take 
risks. The new countries want the results but don’t pay enough 
attention to the system which produced the results. Maybe what 
they need in addition to more capital to get started is to give more 
thought and opportunity and incentive to the releasing, stimulating, 
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and challenging of the creative energies of people—both their own and 
others. They must attract and use private capital more effectively. 

At the end of my initial statement to the committee I emphasized 
that point again, as follows: 

In conclusion let me say a word to those of our friends who have put so much 
thought and effort into plans for the establishment of an international capital 
investment fund, whether it is called SUNFED or something else. 

I know that what I am proposing falls short of your hopes and desires. I 
submit, however, that even if it were possible to establish SUNFED immediately 
it would be ne cessary in many countries first of all to undertake the kind of 
projects which we envisage under our proposal. What is more, the program I 
have outlined for you, if accepted by this General Assembly, will, I am convinced, 
facilitate in the years to come new capital investments of all types—private and 
public, national and international. 

Every time we talked about it we emphasized that they had to 
enlist more of the private capital within their own countries, as well 
as private investment from without—the sort that General Olmsted 
has talked about and every other possible kind. 

I remember saying to the delegate of one of the South American 
countries, ‘Your country is fairly rich in certain minerals and other 
natural resources. You export them and sell them. What happens 
to that capital?” 

“Oh,” he said, “‘we know of $74 million that is on deposit by our 
citizens in Geneva, London, and New York.” 

I said, ‘‘Well, don’t you have to pay more attention to changing 
your economic pattern in order to attract that capital? Must you 
not give greater incentive for your people to put their resources into 
their own country as well as greater incentive for the American people 
to invest their capital there? It is not enough to depend on hoped- 
for grants by the American Congress out of the United States Treasury. 
Such aid from the United States or any outside countries simply 
won’t ever be enough.”’ 

Then we pointed out that they need to devote more of their own 
resources to economic development. Some of them are putting too 
much of their own resources into armaments, which only gives them 
tanks and planes to parade with and not any real military strength. 

And so on. 

We undertook to show why SUNFED for the foreseeable future 
wasn’t practicable, why it wouldn’t be big enough to do the job, and 
why we had to oppose it. 

At the same time we reiterated the assurance the President had 
given in 1953 at a meeting of the United Nations General Assembly. 
In person he pledged that whenever we could achieve internationally 
supervised disarmament, he would ask the Congress and the people 
of the United States to devote to some sort of an international capital 
development fund, a considerable portion of the money that would be 
saved through cutting down our armaments. 

It became obvious fairly early in the session that this position was 
working against us, in this sense: When our Government says that 
large economic aid will be forthcoming only when we have inter- 
nationally supervised disarmament, it, to some extent, gives the Soviet 
Union control of our foreign policy. All it has to do to keep us from 
doing the thing that would help these countries get going under their 
own power and become more prosperous, or at least more nearly self- 
supporting, is to refuse to agree to real disarmament. The Soviets 
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can thereby compel us to spend, spend, spend our own resources for 
arms, and at the same time prevent our extending the economic aid 
which they don’t want us to provide. They want to keep these 
underdeveloped countries as weak and in as bad shape as possible 
until they themselves can come along and offer something big, or 
actually take them over. 

It seemed to me that we were in a sense blocking our own efforts, 
defeating our own hopes, by continuing this position. While it is 
true that we can’t spend so much for arms and still have enough for 
economic aid, we shouldn’t put the emphasis there. 

We witnessed more and more countries, in frustration and despair, 
seeing no other hope, turning to SUNFED. It would at least enable 
the delegates to go home and tell their restless peoples that they had 
done the best they could. At the meeting in Geneva last summer of 
the Economic and Social Council which consists of 18 member nations, 
they voted 15 to 3 to ask the 12th General Assembly to adopt 
SUNFED. They would hope to organize it with $250 million capital 
as a start, but were thinking in terms of a multi-billion-dollar fund, of 
course. 

Only three countries voted against it: The United States, Canada, 
and the United Kingdom. It was clear when we got to the U. N. and 
sized things up, that out of 82 members there were about 70 countries 
which would vote for SUNFED. 

That would leave us in the unenviable position of Shylock. How- 
ever unjustifiably, we would be blamed by many of the underdeveloped 
countries for their continued backwardness. A politician generally 
blames somebody else for his country’s misfortunes and we would be 
the devil in the piece. 

We had to oppose SUNFED because it is not sound. But you 
don’t build influence or exercise leadership by just being in the nega- 
tive. What was there that we could do that would be sound and 
would give substantial help and encouragement? It was not good 
enough just to say “No.” If we couldn’t support SUNFED, what 
could we do? 

The best thing to do, it seemed to us, was to go back to the other 
two main requirements for economic development, and not concen- 
trate so much attention and effort on capital, necessary as itis. The 
other essentials are a country’s own natural resources and its trained 
personnel. 

So the State Department and the experts in our Government came 
up with a proposal for a special projects fund within the framework 
of the United Nations technical assistance program. The fund would 
concentrate on three main things: systematic, intensive surveys to de- 
termine what a country’s own resources are; research on the best uses 
to make of those resources; and equipping and staffing of regional 
institutes to train competent personnel in all the processes involved 
in economic development. 

Many of the countries don’t have adequate or dependable statistics, 
they have not had careful studies of their own possibilities, they don’t 
know what they could or should do if money in multibillion dollar 
amounts were to become available. ‘They are making plans for eco- 
nomic development but all too often they do not know just what 
minerals lie in their ground, what are their resources, their industrial 
potential, or even their manpower resources. 
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Certainly one of the first projects under the special projects fund 
would be to conduct comprehensive surveys of their water resources. 
We had a report of a working party that had gone out to southeast 
Asia to study, among other things, a dam on the Mekong River that, 
if feasible, would benefit the four countries that border on it. 

They were handicapped by lack of accurate records and information 
on the water flow over a period of years, which is necessary before 
anyone can intelligently plan a gigantic waterpower development like 
that. 

All of us recall the criticism of a dam in Iran which was built on the 
basis of heavy waterflow one year and there hasn’t been that much 
water any year since. No one wants that sort of thing again. 

If they had all the capital they need, they would still have to make 
such surveys first. 

A second type of project would be extensive and systematic research 
on what they can do with their resources. For example, studies on 
possible uses of the waste pulp from sugar cane and on sisal fiber in 
India. A lot of work has been planned and needs to be done to find 
out what can be done, industrially and otherwise, with the natural 
resources the countries do have. 

The third main project is better and more extensive training of 
personnel—in public administration, in statistics, in technology of all 
types 

You ask, ““Haven’t we been doing that through the technical as- 
sistance program?” 

Yes, we have, in a somewhat superficial way, through our own and 
United Nations programs. They consist largely of two things: fellow- 
ships for individual technicians and demonstrations. We show them 
what can be done and we bring a few hundred to this country, to MIT 
or Cornell University or the like, to see what is being done here. When 
they go back, they don’t have much of anything to work with and 
sometimes they are more discouraged than before they came. They 
say, “That is what the United States is doing but how can we do that 
down in the heart of India?’ 

So where we are now training a handful of people, stimulating their 
appetites and not giving them the tools to do much with when they 
get back, we ought to equip and staff institutes to train thousands in 
their own situations, preferably not in each country but in the vari- 
ous regions so as to pull together trainees from several countries in 
each area. Economic development depends upon trade and good re- 
lations with a country’s neighbors as well as upon industrialization 
within the country. 

Those are the three main projects: Surveys of what their capacities 
and capabilities are; research into what can be done with those 
capabilities; and a progr am of staffing and equipping institutes that 
would train thousands where we are now giving demonstrations 
or fellowships abroad to a relatively few individuals. 

One delegate from a Central American country said the United 
States is proposing the missing link between technical assistance 
and capital development. The missing link is technical development 
That is the term which I would have chosen as the best one for this 
special program—technical development. Not capital development 
and not just technical demonstrations, but in between, technical 
development, so that they will be able to do the larger job as and when 
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the world situation and their internal situations are such that adequate 
capital becomes available. 

It was estimated that if we were just to enlarge the existing program 
of U. N. Expanded Technical Assistance to include the new members, 
it would need to be increased from 31 to perhaps 40 or 50 million 
dollars a year. Then we envisaged perhaps $50 or $60 million ad- 
ditional for this special projects fund—a total of up to $100 million. 

Incidentally, if 1 may digress, I rather hope that the preparatory 
committee which is now working on this proposal will adopt as its 
name ‘SPUR—Special Projects for Underdeveloped Regions.” 
SUNFED seems to suggest that the sun is somehow going to take 
care of things. “U nderdeveloped regions” is better than ‘‘countries,”’ 
because if we do it by countries, one “will say, ‘‘We got $2 million and 
that other country got $3 million,’ and it gets us into the kind of 
competitive comparisons we struggle with around this table all the 
time. 

If they make it SPUR, the emphasis is where it ought to be—on 
regions. And besides, “SPUR” is a good word because it describes 
what the Fund ought to do—everyone spurring himself and everybody 

else to work together to do the things that can be done, beginning 
right now. 

Now I come to discussion of one part of the proposal for which 1 
personally take responsibility: What should be the United States 
contribution to the special fund? 

As you know, I have been fighting all these years to reduce our 
share of the budgets of the U. N. organizations from 70 to 60 to 50 
to 40 to 33% percent. I worked toward that when I was a delegate 
to the World Health Organization Assembly in Geneva in 1950, 
and we got the process started. I proposed and urged in this com- 
mittee amendments to cut down our share in WHO and other organi- 
zations. I stand by the 33% percent figure as far as the regular 
administrative budgets of the parent U. N. organization and its 
specialized agencies are concerned. 

Mr. Carnahan—I am sorry he isn’t here today—did a magnificent 
job on Committee 5, which is the housekeeping committee for the 
United Nations itself, in persuading the members, without resentment 
toward the United States, to agree to the principie of bringing our 
share of the regular budgets of these organizations, their overhead 
and administrative operations, down from the present 33% percent to 
30 percent. 

But when it comes to an operating fund to carry on this particular 
new operation, I believe that for us to reduce our share as rapidly 
as we voted last year to do—and I voted that way, too—is almost 
certain to defeat our own objectives. It won’t get more money 
from others, it will just cut down the total program, and tend to kill 
it. It will create greater despair, not stimulate greater effort, for 
they can hardly increase their contributions enough to make up the 
difference. It will make the countries all the more susceptible to the 
blandishments and promises of the Soviet Union, which is offering to 
expand its contributions at the very time we are reducing ours. It 
is the too rapid rate of reduction that is bad. 

For example, in 1952 our percentage of the U. N. technical assistance 
programs was 60 percent. Now, to cut that down 15 percentage 
points as we have—60 to 45 percent—represents a 25-percent cut in 6 
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years. But the statute passed last year requires a further cut from 
45 to 33% percentage points in the next 2 years. 

That is a cut of 26 percent below the present level. Having already 
cut down 25 percent in the last 6 years, now to cut down 26 percent 
more in the next 2 years is just going too fast. I am willing to go to 
the mourner’s bench in public and admit that I have been wrong. I 
thought that to reduce our share would encourage others to give more. 
And it will, where they are able to do so. But when they can’t give 
enough more for this purpose, and when our proper share on the basis 
of ability to pay is 42 to 45 percent, the net result of a cut to below 
40 percent is that the whole program will be reduced, already is being 
reduced, and we ourselves will have defeated ourselves. <A further part 
of the net result is that we almost certainly would do a great deal more 
in our bilateral programs where we pay the whole cost, instead of 40 
percent of the cost, because the work must goon. The programs are 
too important to our own national interest to allow them to stop. 

May I read what I said to Committee 2 on this point: 

The enlarged fund would be financed by voluntary contributions on a matching 
basis. A congressional mandate adopted this year requires that the United 
States share in the expanded program be reduced from its present level of 45 
percent to 38 percent next year and 334% percent thereafter. I cannot speak for 
the United States Congress, of course, any more than most of you can speak for 
your legislative bodies. But I can speak in my personal capacity as an elected 
representative of the American people, and I believe this enlarged fund can be of 
such benefit to my own country, as well as to all other countries that are striving 
to maintain their independence and to improve the well-being of their peoples, 
that I am prepared to go before the Congress and urge that it stabilize the per- 
centage of our contribution at 40 percent for at least several years. My col- 
leagues in the Congress know that this represents a reversal of my previous 
position. I believe, however, that, together with many like-minded members we 
can show the Congress why it would be wise for us to adopt such a proposal. 

An amendment has been prepared which would set our share at 
not more than 40 percent until the Congress takes further action. 
Surely it is better to foot the technical assistance bill for 40 percent 
than for 100 percent. 

This suggestion is not a concession to others; it is just a smart move 
for ourselves. 

The response to the United States proposal for a special projects 
fund was surprisingly favorable. We knew that some would charge, 
as they did, that SPUR is just an attempt to kill SUNFED, that it 
is a diversion from, an evasion of, a substitute for SUNFED. It was 
represented as being just a maneuver by the American delegates to 
put SUNFED in cold storage, and so on. 

But we honestly and conscientiously tried to show them that we 
were proposing it on its own merits, that it was in both their interests 
and ours; and gradually one after another of the 70 countries which 
were on the other side, at the start, accepted our position. To make 
a long story short, on the next to the last day of the session, the Soviet 
Union representative said in effect to the committee: “Now, the United 
States delegate has been frank; he has told you this new fund won’t 
build dams and factories and that it is not a capital development fund. 
He has succeeded in shelving and postponing indefinitely what you 
countries need and want. But since you seem to be foolish enough to 
think it will do you some good, why, the Soviet Union will go along and 
vote for it.”” And, of course, all its nine satellites trailed along and 
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voted the same way. Soit was passed unanimously. We were licked— 
72 to 10—when we started, and we came out with a unanimous vote 
for our proposal. The United States regained the initiative in this 
very important field, for what amounts moneywise to a very small 
share of our expenditures for economic aid—an increase of only $4.5 
million this next year and a maximum increase of only $24.5 million 
more from us if and when the fund gets to the full $100 million. 

A preparatory committee was set up of 16 countries—half contribut- 

ing countries, half receiving countries—to work out a constitution, 
if you wish to call it that, for this special projects fund. It will be 
within the overall framework of the United Nations Technical As- 
sistance Program, but not a part of it, in the sense of having the same 
management. The suggestions of the preparatory committee will go 
to the Economic and Social Council of the United Nations this 
summer. 
If ECOSOC comes up with a good plan, as I think it will, the plan 
will go to the 13th General Assembly for approval next fall, and it 
should go into operation about the ist of next January. It will 
operate on a calendar fiscal year, like other U. N. agencies. 

Let me summarize why I believe we should support such a multi- 
lateral United Nations fund. First, because we will get more work 
done that way. Our money will go further. Others will have to put 
up a dollar and a half for every dollar of ours; so it will increase by 
two and a half times the money we spend for this purpose. 

Second, we can get more technicians. Other countries have very 
expert men in these fields. Many are willing to live closer to the 
people in the less developed countries than most Americans are. And 
they are willing to work for lower salaries than most Americans are. 

Third, we will get more confidence. By giving our aid this way, we 
refute, by our deeds, the propaganda that we are economic imperialists 
and that we give economic aid only in order to bring others under our 
control. 

Fourth, we will get more appreciation and good will. It will end 
the smear against them that, in taking aid from us bilaterally, they 
become, in effect, our satellites. 

Fifth, it will strengthen the governments of less developed countries, 
some of which are shaky at home for reasons I described at the outset. 
They now have something tangible that they can show their people, 
and the United States took the initiative in making it possible. 

And sixth, it will accomplish more progress toward the economic 
well-being of all the peoples of the world, without which we will not 
get very far toward real peace in the world. 

; Now, there are about five objections I should like to consider 
riefly. 

One is that the fund might become so big it would get out of bounds. 
The fear has been expressed that 40 percent of such a fund might 
run us into billions. 

I assure you it can’t. First, because they have to match our con- 
tribution one and one-half times. They simply don’t have money 
available in large enough amounts to give the fund any such magni- 
tude. Frankly I wish I thought they could get it up to even $100 mil- 
lion, which is bigger than I see any possibility of its becoming in the 
foreseeable future. 
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Second, because contributions have to be in usable currencies. As 
a delegate from one of the satellites said, ‘You Americans don’t 
use your own resources well. You compete with them almost entirely 
in terms of science and weapons. Well, you can’t always win there. 
They’’—he always called the Russians “they” or ‘‘them’’—‘‘may be 
able to break through and beat you there.” 

This was just after sputnik, and he didn’t need to underline it. 

He went on, ‘‘Why don’t you concentrate more effort in the field 
where they can’t ever catch up with you, let alone get ahead of you: 
economic aid. What have they got? Nothing but rubles. Who 
wants rubles?” 

The Soviet Union, if it wanted to enlarge the fund to vast propor- 
tions, would have to match our dollars in usable currency—which 
they can’t do. So it isn’t going to get out of bounds in size. 

A second objection is that we would lose control of our own funds. 
We would put up the money, other people would spend it. Again 
the answer is “No.” If anybody thinks that those put in charge of the 
fund are going to do anything that would be hostile to the basic 
foreign policies of the country that puts up 40 percent, he is not being 
realistic. They are a great deal more practical and hard-headed than 
that. 

Let me be perfectly blunt: We would have more influence and even 
more control if we didn’t sometimes appear to be so obviously trying 
to have complete control. 

Third, it is said that our share will be the largest and we won’t get 
pene credit. We can assure you from our observations at the 
U.N. that all of them know perfectly well who gives the 40 percent— 
and who thereby makes the program possible. 

They will give us more credit, not less, if we give our aid in a way 
that doesn’t make them look as ‘though they are coming to us one by 
one with their hats in their hands, while the Soviet Union jeers at 
them as our economic puppets. In short, we would get so much more 
credit if we did not talk so much about, or appear so anxious to get 
the credit. 

A fourth objection is that some of our money might be used to give 
aid to Communist countries. Well, it wouldn’t to the European 
satellites. The Communist regimes there, with the exception of 
Poland and Yugoslavia, are always insisting they are not under- 
developed. They contend that socialism is better than capitalism. 
It is the way to achieve economic development fast. Therefore, 
everybody ought to adopt the Communist system. 

They could hardly ask for technical development from capitalist 
countries while maintaining that theirs is the system that best gives 
such development. 

In Asia, it is barely possible that some might go to Communist 
China should it become a U. N. member—which I see no reason to 
expect. But there is little danger that aid would go to Red China 
under this proposal, because to ‘divert aid to Communist China, the 
other countries w ould have to vote to take it away from themselves. 
That is one of the least likely actions for them to take. 

And countries aren’t going to vote aid for Communist China out 
of any fund that is 60 percent their own money. 

A fifth objection is raised that if we do this, some of our money 
may be used to pay for Communist technicians. For example, agri- 
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cultural or other experts might be sent from Russia, Poland, Czecho- 
slovakia, and so forth to these less developed countries. They 
wouldn’t be just technical experts, they would be agents; and we 
would be financing Communist workers in those countries. 

Now, there is some danger here. But I am convinced that it is not 
serious. It is perfectly clear the countries don’t want Communist 
technicians. This proposal makes it easier not to take them. In fact, 
they are taking more Communist technicians now than they would 
under this proposal because some now think that, caught in a contest 
between the Soviet Union and the United States, they must avoid 
offending either side. If they ask for 10 experts from the United 
States, they think they ought to ask for at least 5 from the Com- 
munist bloc in order to appear neutral. 

But if they can get technicians through a multilateral, international 
operation, then they can pick and choose as they really wish. It is 
laid down in the rules that no technician can be sent to any country 
except on the specific request of that country. 

So if they can choose through the United Nations, they will choose 
fewer from the Communist bloc countries than they are choosing now, 
which some of them feel they must do in order not to appear as if 
they are under American domination. 

I think the risk, while it is there, will actually be less than now— 
there will be fewer going under this setup than are going now. 

So the advantages of SPUR are very great—to the less developed 
countries themselves, and very great to ourselves. 

The disadvantages and dangers, it seems to me, are very minimal. 

In summary, may I suggest what I believe after 3 months of work 
at the U. N., our main lines of policy should be, first, the United 
States should continue its bilateral economic aid programs, shifting 
rapidly to long-range loans—as we started to do last year in the 
Development Loan Fund. 


Second, we ought to continue our bilateral technical cooperation 
programs. 

Third, we ought to continue our contributions to the expanded 
technical assistance program of the U. N. to enable it to continue 
what it is doing in older countries and extend the same sort of assist- 
ance to countries that have come into the U.N. in the last few years. 

Fourth, we ought to support this special projects fund, what I have 
called SPUR, to enlarge the scope and nature of U. N. technical 
assistance to include intensive surveys, research projects, and training 
institutes. 

Fifth, I think the United States ought to show a readiness to shift 
more and more to multilateral programs of aid. 

We can announce frankly that we have a certain amount of money 
for this purpose. Would they rather receive it through the United 
Nations or directly from us? 

I have talked to the representatives of country after country after 
country about this. Many said something like this: “If you give us a 
choice, we will ask for perhaps 10 or 20 percent of your aid through 
the various international funds or organizations. That will take the 
smear off us that we are knuckling under to the United States all the 
time in order to get its money. It shows we are independent.” 

“But,” they would add, “We would rather have 80 percent or 90 
percent of your aid directly, because that is more dependable. If you 
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let us make the choice, then there is no stigma on you and none on us. 
You are shown not to be an imperialist country that will give aid only 
when it is direct and under bilateral arrangements so that you can 
control us. We are shown not to be your puppet.” 

Well, when you add it up, and the amount involved for the United 
States is at most $40 million—$24.5 million more than now—f in fact 
it gets that big; and when you consider what we are giving in direct 
grants and loans and what we are giving in military assistance and in 
our own technical assistance, it seems to me there is more advantage 
for the less developed countries and for ourselves and for the hope of 
peace in the world in deciding to support our own proposal with a 40- 
percent contribution by the United States, than anything I have 
gotten my teeth into for a long time. 

Thank you very much, Mr. Chairman. 

Acting Chairman Morean. Thank you, Dr. Judd. Members can 
direct their questions either to Dr. Judd or Mr. Hanes. 

Mr. Vorys. 

Mr. Vorys. Mr. Hanes, we have had two fine witnesses here, you 
and Dr. Judd. 

I just want to say that you are the fine son of a fine father and both 
from Yale. You have certainly done a great job, and Dr. Judd did a 
great job. 

What-does SPUR stand for? 

Mr. Jupp. Special Projects for Underdeveloped Regions. 

Mr. Vorys. I see. You have to leave ‘‘for” out to get the initials. 

He has certainly spurred us all on. 

Thank you, very much. 

That is all, Mr. Chairman. 

Acting Chairman Morean. Mr. Zablocki. 

Mr. Zastocki. I am so convinced I have no questions. 

Acting Chairman Morean. Mrs. Bolton. 

Mrs. Botton. It is quite impossible to resist the force of the 
inundation. 

Mr. Jupp. Getting water to the dry lands? 

Mrs. Bouton. Yes. 

Mr. Zasiocki. Your persuasiveness is completely convincing. 

Mrs. Bouton. It is especially good to see you. 

Mr. Hanes. Thank you. 

Mr. Jupp. I confess that I got “religion” on the greater possibilities 
existing in the U. N. than I Saviingete realized. We have sat there 
so long and just said, ‘‘No.” We haven’t begun to use the U. N. as 
effectively as we could to win for our policies. Our policies are good. 
There is nothing bad about them for any people. Why not take more 
initiative in promoting ours, rather than just blocking those of the 
Soviet Union that are bad? 

And I must add one point about our 40-percent share. This idea 
didn’t come from the State Department. They were afraid even to 
endorse it after we proposed it. They said, “We cannot approve 
something that conflicts with a mandate of the Congress.” 

I said, ‘“O. K. you can’t, but Mr. Carnahan and I can.” 

So we got up a telegram to the Department. I think it should be 
put in the record. It was signed by all the delegates—Lodge, Carna- 
han, Judd, George Meany, Herman Wells (president of Indiana 
University), Jerry Wadsworth (son of our own former colleague, 
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Jim Wadsworth, and just appointed the President’s special assistant 
on disarmament matters), Irene Dunne, Philip Klutznick, Mrs. Oswald 
Lord, and Genoa Washington. We asked the State Department to 
permit me as an instructed delegate to make this 40-percent suggestion. 
If anyone thinks the State Department is not afraid of the Congress, 
believe me, he has another guess coming I saw it from the other side. 
Mr. Zastockt. Dr. Judd, you will insert the telegram into the 
record? 
Mr. Jupp. I would like to offer this for the record. 
Acting Chairman Moraean. Without objection, it is so ordered. 
(The telegram above referred to follows:) 


Control: 6783. 
Received: December 11, 1957, 8:21 p. m. 
From: New York. 
To: Secretary of State. 
No.: DELGA 585, December 11. 
From: Lodge, Carnahan, Judd, Meany, Wells, Wadsworth, Dunne, Klutznick, 
Lord, Washington. 
Re percentage of United States contribution to U. N. Expanded Technical 
Assistance Program and proposed special projects fund. 
As Department is aware, Congressmen Judd and Carnahan plan effort in Congress 
to get revision in legislation to permit us contribute 40 percent to UNETAP 
(United Nations Expanded Technical Assistance Program) and proposed special 


projects fund, rather than reduction to 33.33 percent now provided in mutual 
security legislation. 


USGADEL (United States General Assembly Delegation) fully in accord 
this position and urges Department revise United States position on percentage 
issue to assure executive branch support Judd and Carnahan efforts. 


LopGE. 


Mr. Zas.ocki. Although many of us had already individually 
commended and congratulated our colleague Dr. Judd, I think it 
should be part of the record that the committee expresses appreciation 
for the fine job he and Congressman Carnahan have done at the U. N. 

Acting C Piteiaden Moraan. Mrs. Kelly. 

Mrs. Ketiy. I agree with Mr. Zablocki. However, as a doubting 
Thomas, what is the Soviet going to contribute? 

Mr. Jupp. I don’t think they will contribute very much because 
they don’t want it to succeed. 

Mrs. Ketty. Is it voluntary? 

Mr. Jupp. Yes; every country’s contribution is voluntary. In the 
middle of the debate, the Soviet Union delegate jumped on me, and 
said we in the United States weren’t giving as much at as we ought to. 
I said I had been looking through the official figures of the United 
Nations on this matter, to learn how much the Soviet Union had given. 
This is a quotation from the transcript: 


The delegate of the Soviet Union asked whether the United States would 
contribute to the fund if other countries do not. Mr. Chairman, what we have 
proposed is a multilateral United Nations fund. Obviously, such a fund can be 
successful only if the members of the United Nations and of the specialized 
agencies support it. The United States is only one member. As clearly stated 
in our proposal, we are prepared to do our part, provided other members join us 
in assuring the success of this proposal. No one who knows the record of the 
niger States support for United Nations’ institutions can doubt our sincerity 
in this. 

May I refer this committee to pages 46 and 47 of Document E/3047, concerning 
contributions of governments to United Nations technical assistance and relief 
agencies during the period 1954-56. You will see that the United States con- 
tributed $164 million out of a total of $280 million. 


The Soviet Union, I note, contributed about $6 million during this period, 
roughly the same as Australia. 





1352 MUTUAL SECURITY ACT OF 1958 


He sat there with no further comment. 

Then the Bulgarian representative charged that the enlargement of 
technical assistance and technical develoninertt envisaged in the 
United States proposal was illusory, questioning the good faith of the 
United States, after all we have given. I referred him to the same 
pages of the same U. N. document, and added: 


I do not note there any contribution from Bulgaria. I hope this is merely 
the result of the newness of the Bulgarian membership in the United Nations. 
Perhaps such newness also explains the apparent unfamiliarity of the Bulgarian 
representative with the history of previous initiatives taken by the United States 
in the economic field in the United Nations. 


I have found that if you let the Communists have it straight, you 
have less trouble. Perhaps the committee would be interested in 
the rest of the answer, summarizing our position on this point: 


Somehow the Bulgarian representative has also read into my remarks the 
notion that the United States wants all investment to be private. A reading of 
my statement would certainly contradict most emphatically any such assertion. 
I pointed out that the United States, since the end of the last war, has contributed 
more than $3 billion to international organizations working in the economic 
field, and has made available as direct economic aid to the governments of the 
less developed countries over $11 billion during that period. I think there are 
few countries represented here which would not acknowledge that the United 
States has made by far the largest contribution in economic aid on a government- 
to-government basis of any country in the world. I also pointed out that the 
Congress has continued to appropriate hundreds of millions of dollars each year 
to finance development projects in underdeveloped countries that could not be 
financed from private sources or by normal banking institutions. Moreover, 
the Congress at its last session established the Development Loan Fund to finance 
just this type of project. If any representative here wishes further information 
on United States performance in the field of government economic assistance, he 
has only to refer to Document E/3047. 

I would be the first to emphasize, however, that my government is convinced 
that a much greater role could be played by private capital in the financing of 
economic development. The representative of Mexico on Monday stressed the 
predominant role played by private capital in the rapid development of the 
Mexican economy. My own country owes its economic growth principally to 
the dynamic power of free enterprise and private capital, so naturally we believe 
in it—though we have always recognized at the same time the role of the govern- 
ment in developing infrastructure and in assisting private enterprise. It is the 
combination of all sources that has worked so successfully with us, so, of course, 
we recommend that to our friends. 


Mrs. Ketuy. This is to be 40 percent on this project only? 

Mr. Jupp. Yes; we would contribute 40 percent of whatever amount 
in usable currencies all the members of the United Nations contribute, 
up to a total fund of $100 million, which at a maximum would mean 
$40 million for us. 

Mrs. Ketiy. Mr. Chairman, he has converted me, too. 

Acting Chairman Morean. Mr. Fulton. 

Mr. Fuuton. I am glad to hear from Dr. Judd. I was rather think- 
ing over what you had said and seeking a point to start, because one 
of the main problems of foreign aid has been—and I am sure that 
everybody around this table has felt it—that the United States 
was not getting credit enough for what it had been doing abroad. 

In many countries we had been supplying the basic items necessary 
for their economy and the items weren’t either labeled nor was there 
any publicity on them. In some cases—in many of the countries— 


the average citizen didn’t know the United States was footing the bill 
for their aid. 
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Now, if that is the case when we give direct aid from the United 
States, how much more so will it be if we combine into something 
under the United Nations and develop that tremendously, where our 
total contribution will be completely lost from view. And, as you 
very aptly put it, these recipient countries will not have the stigma 
of having had assistance from the United States taxpayers. 

May I comment on that before I go further; to me, the association 
with the United States by these recipient countries is rather an honor 
and no stigma. Secondly, if they don’t like the aid they shouldn’t 
take it, if they feel it is a stigma. Thirdly, we are trying to set up a 
free world, which is a world committed to defend its principles and not 
a world of jellyfish who weaken as soon as they are criticized by the 
Soviet Union. 

So, maybe if these weak-kneed people aren’t able to stand up under 
criticism and have to go under the shield of anonymity, they shouldn’t 
have the aid. 

Now, the next question is this—— 

Mr. Jupp. May I answer that. 

I believe that when you go through the whole experience of serving 
there as we did, you also will be converted, as you call it. I held the 
same position you have stated; but I found it is not the aid itself 
that brings greatest appreciation; it is the way in which it is given. 

Mr. Furron. You are the missionary. I am one who is not yet 
converted. 

Mr. Jupp. Perhaps it is because you haven’t yet been exposed. 

Mrs. Bouron. Will the gentleman yield for a moment? I think it 
is something that we in the West fail to register about the whole 
matter of this gratitude that we are always wanting from other 
countries. 

In so many countries, their religion is such that gratitude is not one 
of the things that they know much about. Giving is the quality 
necessary to the soul’s advancement. You are not supposed to be 
grateful. You are supposed to do the giving. 

So that in many areas they literally do not understand what we are 
talking about. 

I throw that in as a general comment Mr. Chairman. 

Mr. Futtron. Well, | am not on the same kind of a cloud that you 
and Dr. Judd are on, when we are talking of the gratitude the United 
States is supposed to be operating in. I thought the United States 
taxpayers were doing this foreign aid for the purpose of unifying and 
developing the free world, to have a mutual security program and to 
take care of the defense of the United States of America against the 
encroachment of advancing communism. Certainly the purpose of 
United States foreign aid is not to satisfy the political and religious 
variations of every country and section we deal with, nor even to look 
for so-called gratitude as a primary reason, whether of the United 
States or oriental flavored type. 

Mrs. Bouton. I fear you entirely miss the point. 

Mr. Fuutron. The other point is this: I missed my dinner one time 
over this issue at the Rio Economic Conference in 1954, where I was 
an observer for this committee. 

The question came up then whether the United States should 
sponsor the International Finance Corporation, with 32 nations in it 
for international development purposes, with $100 million capital 
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worldwide, $35 million hard money to be contributed by the United 
States, and $65 million by the other 30 or 31 participating countries. 

I opposed that on the ground that it was inadequate and certainly 
diluted United States know-how and efficiency as well as our United 
States aid. I recommended at the Rio Economic Conference that we 
should have the Export-Import Bank create a revolving fund for Latin 
America, of $1 billion, which has now been done, and which is on a 
business basis, and which is working out very successfully. 

That Export-Import Bank loan policy is a bilateral arrangement, 
on a business basis, with loans that are to be repaid. 

I remember full well in 1945, going to Europe and hearing the heart- 
warming cries by a group of international social workers for UNRRA, 
who were then going to unite into one big happy benefit association 
with the United States taxpayers footing the bill, and end up with 
everybody loving the United States no matter what their religion, 
their country, or political beliefs. 

Then I found that there were not the adequate controls to control 
the UNRRA program, and that we had in the United States just to 
pull out of the organization because it went off in all directions and we 
were footing the bill. 

When we in the United States go into a multilateral economic 
aid program, we lose policy direction, we lose the administrative 
efficiency we have in this country, and likewise we lose that program 
control which some countries look at as a burden. 

Actually, for me, I like the United States business and government 
methods. I would like to see the United States foreign aid programs 
for development carried out in a way that they are not diluted by all 
these factors that Dr. Judd and Mrs. Bolton are speaking about. 

Acting Chairman Morean. The gentleman’s time has expired. 

Mr. Selden. 

Mr. Futton. May I ask a question of Dr. Judd? 

Dr. Judd, have you thought over that history of the UNRRA 
organization before you have come to your conclusion of putting more 
emphasis on this multilateral United Nations approach, instead of 
keeping that part of our United States foreign aid program within 
the present narrower limit? 

Mr. Jupp. Yes, Jim; I thought about it solidly for 3 months. I 
was on the same side as you until I got some new facts and saw the 
situation in better perspective, and then I changed. 

We can hold on tightly to the controls if we want—and lose the 
countries. Do you want to hang on to the controls or hang on to the 
countries? 

These countries want desperately to be on our side if we don’t 
drive them away. 

Acting Chairman Morgan. Mr. Selden. 

Mr. Setpen. Thank you, Mr. Chairman. 

Dr. Judd, I have had a number of reports, secondhand, on the fine 
job you did at the United Nations last fall, and I am pleased that I 
could be here today to get a firsthand report of your activities. 

I understand the situation with which our delegation was con- 
fronted was a very difficult one, and it took a lot of hard work to 
reach a reasonable solution. 

I think we should point out, Mr. Chairman, to those who don’t 
already know it, that our other witness, Mr. Hanes, is a nephew by 
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marriage of a former distinguished member of this committee, our 
late colleague, Thurmond Chatham. 

We are pleased to have Mr. Hanes here this morning. 

I yield to Mr. Farbstein. 

Mr. Farsstern. I just want to ask you one question, Dr. Judd, if 
you don’t mind. 

Have you considered making this a long-term loan fund rather than 
a grant, as I assume this assistance is? 

Mr. Jupp. Yes. 

Mr. Farsstern. What is your reaction to that? I presume you 
thought about it. 

Mr. Jupp. Yes, I think most of the aid should be in the form of 
loans if there is a capital development fund. That would not be 
primarily in the form of grants. 

Do you mean our special projects fund? 

Mr. Farsstern. Yes. 

Mr. Jupp. I don’t think that can be so much in the form of loans. 
I was thinking in terms of SUNFED. I misunderstood your ques- 
tion. I am sorry. 

I don’t think this special projects fund can be in terms of loans 
because the emphasis ought to be on regional projects, and I don’t 
know how or to whom you could make Gains to establish a training 
institute say, in Bangkok that would serve the technicians and public 
administrators from 6 or 8 countries in that part of the world. 

This fund is more to set up United Nations’ teams to go out and 
conduct surveys, to employ laboratories all around the world for re- 
search, and to equip and staff regional institutes. 

I don’t believe it could be in the form of loans, because it is not an 
investment in a moneymaking operation that could pay off. 

It is an investment in groundwork, laying foundations. If you lay 
the foundations and find out what is feasible for capital development, 
I hope and believe the day will come more quickly when the nations 
of the world can put more capital as loans into building on these 
foundations the structure of industrialization and capital development. 
But that structure can’t be built without first the foundation—I don’t 
see how this could be done on a loan basis. 

Acting Chairman Morean. Mr. LeCompte. 

Mr. LeCompte. Thank you, Mr. Chairman. 

I, too, want to join with my colleagues in commending Dr. Judd for 
a splendid statement on his services. 

I wonder if I might use a half minute of my time for a parliamentary 
inquiry? 

Acting Chairman Moraan. Yes. 

Mr. LeCompte. Do you plan to go right ahead? 

Acting Chairman Morcan. We have one more witness this 
morning. 

Mr. LeCompte. Mr. Floberg? 

Acting Chairman Morgan. No. Mr. Floberg has a 1 o’clock 
luncheon engagement and is coming back on Tuesday. 

Mr. LeCompte. I will yield back my time or yield to somebody 
who wants it. 

Acting Chairman Morean. Mr. O’Hara. 
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Mr. O’Hara. Mr. Chairman, so there will be no misunderstanding, 
I am on the Lord’s side. 

Dr Judd, while you were talking I was thinking how fortunate this 
Nation is to have able and dedicated Members of Congress willing 
to put in the tremendous work, with such happy results, as that 
accomplished by you and your associates on the delegation ‘from the 
House. What the C ongress lacks is a good public- relations depart- 
ment. Since I have been in the Congress I have never seen in the 
House a Member who was not working around the clock and still 
throughout our country the impression sometimes is otherwise. 

I have a question. It is not directed to this particular area. Some- 
times when there is a vexing problem we create a commission to study 
the problem instead of enacting positive legislation to cure it. We 
try to cure cancers with aspirin tablets. Is this a study program, 
one that will not accomplish anything immediately? Have we enough 
time in the present condition of the world to give to study? 

Mr. Jupp. Well, I do not know. But this seems the best we can 
do at the present time. Because we cannot do all that should be 
done or all that we would like to do, does not mean we should not 
do what we can do. 

If we do what is within our capacity, and with understanding and 
cooperative good will, often times it has an influence far beyond its 
actual size. 

It is a sort of catalytic agent. This was apparent at the United 
Nations. They expected the United States to be sitting there saying 
no, no. Instead we said, ‘“We must say no to SUNFED as we have 
in other years because honesty requires us to repeat that to set up 
such a thing at this time when there are no substantial funds avail- 
able, w ould be a snare and a delusion. It would lift up your hopes 
and then dash them. You would wind up in disappointment and 
disillusionment. But while we cannot do that, we want to do what 
we can do.” 

The response was unbelievable, the good will. 

If you want to have influence, you can win it only if people believe 
in the sincerity of your desire to help them and they are convinced 
that you are doing the best you can. 

I felt the same way as you at first. After all, this proposal did not 
amount to very much. But when we saw and felt the response that 
same, we knew it was important and useful indeed. 

May I read here the statement made by Secretary-General Ham- 
marskjold when he first met with the press after the close of the 
General Assembly. They asked him what his estimate of the 12th 
Assembly was. He said: 

I would highlight first of all the special projects fund decision— 


More important, that means, than the Hungary, and the Turkey, 


Syria and the peaceful coexistence resolutions, disarmament, and all ° 


the other things that were taken up— 


I would highlight first of all the Special Projects Fund decision which opens new 
possibilities for the development of economic assistance in forms which are not 
open to all those various political objections which we know only too well. 

It may have opened the door to a much more active contribution, both of the 
United Nations itself and of member governments. With the very keen sense of 
the importance of this problem which you know I have, I, of course, regard this as 
a thajor achievement. 
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I may remind you of the fact that the United States representative, in com- 
menting upon it, used the word “milestone,’’ which is a very strong word, and I 
for one would agree with him. 

That is Mr. Hammarskjold’s estimate of the value of the proposal. 
It is small in quantity, but it represented a change of attitude on the 
part of our country which was welcomed with open arms. 

Mr. O’Hara. I concede, Doctor, that many times a rainbow can 
build morale, but I think legislative history will show—and going 
back as far as I can remember, when the railroads were trying to 
prevent the building of an interoceanic canal by having the Congress 
create one investigating commission after another—study programs 
have always been vehicles for delay. I am wondering if there will not 
be such an interpretation of this program in a country that needs 
something now. 

Mr. Vorys. Would the gentleman yield? 

Mr. Jupp. Where would it get it now? 

Mr. Vorys. I think in this committee we have found this out, that 
in some countries they want to try to run before they can walk. It 
might not be helpful to mention in a public hearing some of our most 
faithful and loyal allies who have tried to rush into industrial programs 
and have busted themselves because they hadn’t planned for markets 
or for raw materials. I will call the gentleman’s attention to the 
countries in executive session. 

As you say, sometimes in political affairs, a study program is a 
means for delay, but I think in this field of development, countries 
have got to really make a study, or maybe have an impartial study 
made from outside, of their resources before they can commence to 
begin intelligently. 

Excuse me. I just wanted to call your attention to that fact that 
has developed in a few spots in our hearings this year. 

Mr. O’Hara. I am not in opposition to this program, but I think 
it should be presented as exactly what it is, as I understand Dr. Judd 
did at the time of the resolution. 

Mr. Jupp. It is a study and training program. It is three things. 
Surveys, research, training. 

Mr. O’Hara. I am glad you called my attention to training. That is 
positive action. 

Mr. Jupp. The equipping and staffing of these institutes rather than 
just bringing people to the West on fellowships for a year or two or 
sometimes only 6 months, and then let them go back without real 
roots. 

Mr. O’Hara. With the training feature it is a positive program. 
I am glad you corrected my understanding of what is proposed. 

Mr. Jupp. That is what would take most of the money. 

Mr. Hangs. It might be helpful, sir, to point this out: It is not 
entirely accurate to consider the kinds of surveys and studies as 
strictly academic surveys and studies. 

The type of projects we would have in mind as going forward under 
the special projects fund are, in a very real sense, action projects. 

For instance, in the type of work that Dr. Judd referred to in the 
surveys on the Mekong River, the surveys there required are hydro- 
graphic water level and flow surveys. It requires engineers in the field 
and hydrologic equipment of an advanced nature over a number of 
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years before you have the information on which any reputable engineer 
would even build a dam. 

There is the type of survey and project that is envisaged. Not so 
much a theoretical or academic sort of survey. 

Mr. O’Hara. We have been doing much of that, have we not? 

Mr. Hanes. There has been work of this sort done, but in the type 
of survey, for instance, the type of basic work required, for cuneale. 
in the Mekong River, is something that would cost on the order of $8 
million or $9 million over a 5-year period. 

It is the kind of regional work that the resources, either from the 
expanded program which goes to over 90 countries and territories, or 
from the foundations—the resources just have not been adequate to 
do it and there has been no guaranty that this can be done on a sus- 
tained basis. 

There is no point in doing 1 year of a 5-year project, for example. 

Mr. O’Hara. You make a study and there is always the danger 
that hopes of people in the region will be aroused and later dashed. 
It would seem prudent to undertake studies only in those areas where 
we realistically could expect later accomplishment. 

I am not opposed to this program. 

Acting Chairman Morean. The gentleman’s time has expired. 

Mr. Farbstein. 

Mr. Farsstein. Dr. Judd, I want to compliment you on the 
overwhelming logic and sagacity as expressed by you this morning. 
There is no doubt in my mind that there has been tremendous thought 
and study given to your plan and so for anyone at this point to seek 
to find cracks in it is extremely difficult. 

Yet the thought comes, with $100 million as a fund, that perhaps 
the situation you earlier suggested may repeat itself, that ours will 
be most of the money contributed. 

Mr. Vorys. That cannot be, in this instance. 

Mr. Farsstrein. $100 million is such a lot of money, perhaps we 
could think more seriously of loans rather than grants. On the other 
hand, if it is a small sum of money, based on contributions of this 
country alone, I do not know whether or not it would be as feasible. 

These are momentary reflections. I do not like to grope in the 
dark. I would like your reaction. 

Mr. Jupp. There is no possibility of any of our contributions being 
spent unless they match it $1.50 to our $1. 

Mr. Farsstern. How do they start? 

Mr. Jupp. At a pledging session at the United Nations next 
October. 

Mr. Farsstern. We have had experience with this pledging 
business, have we not? 

Mr. Jupp. Yes. 

Mr. Farrstern. We pledge and pay and the others forget to pay. 

Mr. Jupp. Oh, no. It is not a matter of just pledge. We pay in 
terms of what they pay, not what they pledge. Is that not right, 
Mr. Hanes? 

Mr. Hanes. Yes, sir; absolutely. 

Mr. Jupp. Congress authorized for the current fiscal year $15.5 mil- 
lion for the existing United Nations technical assistance program. 
Others did not pledge enough to match that on the 55-45 basis. So 
actually we will spend only about $13.5 million. Two million dollars 
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of our pledge will not be used because they did not come through with 
their share. 

Mr. FarsstEIn. If the response is not as great as you suggested it 
would be under normal circumstances, we would, of course, be rele- 


gated to our own present technical assistance fund where we put up 
all the money. 


Mr. Jupp. Yes. 

Mr. Farrste1n. Now do you think there would be any difficulty 
in getting this country to contribute $40 million? That is a lot of 
money—$10 million is one thing, $40 million is a lot of money. 

Mr. Jupp. We are already putting up $15.5 million for this while 
we are putting $144 million into our own bilateral programs. 

Mr. Farssrern. I can understand, $140 million in a bilateral pro- 
gram. I can see where you do not want the beneficiaries of this $140 
million to forget altogether the fact that they are the beneficiaries of 
our good will. I do not want them to take into their minds that they 
can wholly disregard us insofar as their future actions are concerned. 

Mr. Fulton’s view is not altogether far-fetched. I think there is 
something to what he says. When you spend $140 million, you know 
very well that these people who are the recipients of it will know they 
got it from us and they will not forget it so easily. 

However, they can very easily forget the fact that it came from a 
regional fund, despite the fact that they are also aware that the great- 
est contributor to that fund is the United States. 

I only mention this in answer to the $140 million statement that 
you made. 

Mr. Jupp. We have been doing it bilaterally now for 10 years. 
They all know we have given it, but they chafe under it that way. 
The Soviet Union constantly puts greater pressure upon them politic- 
ally because of this relationship. ‘They welcome the chance to get aid 
in a way where all are participating in giving and in receiving. 

If anybody believes we w ih get “less cabal will from this approach, 
I just think he has not talked very long with these people. We will 


get more good will if we do not require them to come in and in effect, 


bow down and say, ‘“Thank you.”’ 

Mr. Farssrern. Let me ask you the next question: Following your 
idea logically would it not mean eventually and not in the too distant 
future we could be saved the problem involved in contributing $140 
million to a bilateral fund. 

Mr. Jupp. 1 come back to what I said earlier about their comments 
on this point. If we were to say to them that we have a certain 
amount of money available for technical assistance, but that if they 
prefer to have it multilaterally on a matching basis, they will get that 
much less through our bilateral programs, then it would be up to them 
to decide. I think that would remove at one stroke the charge that 
we are trying to get them under our control. 

Mr. Farssrern. Then would you weigh in the balance both of 
these funds, this new SPUR fund and the technical assistance fund? 
Would you give your views on the relative fund and whether or not, 
in your opinion, this fund could replace the technical assistance fund? 

Mr. Jupp. No, I do not think it would replace it. I think that if 
we offered to move in that direction, exhibited a readiness to make 
more and more of our contributions through multilateral channels, 
they would welcome it. But, as I told you, some of them said, ‘“We 
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would choose 10 or 20 percent through the multilateral fund. We 
would rather have the bulk direct from you’”’—but the choice would 
be theirs instead of imposed by us. 

Just before the vote I said in a final statement: 

It should be made quite clear that, as and when voluntary contributions by 
Government become prospectively available in such amounts to make possible a 
multilateral fund for financing ecnomic development, it would in the case of the 
United States in all likelihood involve some shifting of funds from contributions 
now being made for similar purposes on a bilateral basis. 

We made perfectly clear that if they were to choose multilateral, 
they would get less from the bilateral. Mr. Fulton spoke of not 
“diluting” our assistance. I do not think it is diluting it when each 
dollar is matched with $1.50 of other countries’ money. I think that 
is adding to it and strengthening it. 

Mr. Futon. The question here is whether the policy that we have 
been using in the United States to this date has been wrong and that 
we should therefore make an about-change. 

I believe the Marshall plan was a good policy. Congress had the 
decision as to whether it should be multilateral or by our own United 
States direct aid. The United States Congress made the choice it 
should be our straight, direct United States aid, and these countries 
would be glad to receive it. 

The'choice is whether the aid should be through a multilateral fund 
where the recipient countries could feel that it was everybody assisting 
them rather than, on the other hand, when the aid is direct from the 
United States and is supervised by us. 

Now, I think that the word “impose” is a wrong statement because 
it would make it look as if we had been imposing conditions of control 
on the aid other than just conditions to make it efficient. 

We have tried to see that there were no political conditions put on 
these United States loans and grant aid abroad. All countries were 
given the right to develop as our good President Wilson has said, 
within their own rights and likes, under the principle of self-determina- 
tion, that we have certainly left open in these United States foreign 
aid programs. 

I would like Mr. Hanes to put on record the distinction between 
this proposed multilateral approach and the ill-fated UNRRA program 
which the United States had participated in to its great misfortune 
previously. 

Secondly, I would like to know from Mr. Hanes whether this would 
not be a method where the commitments are made on behalf of the 
United States, with the United States in a minority position with a 
minority vote, and then it would become incumbent upon either these 
participating countries or ourselves to live up to those commitments. 

Suppose the other countries failed. Then we, because in the 
United States, we have a very high regard for our full faith and credit 
and our obligations, would have to assume the full obligation. 

Another point I would like to have put on record is, if we have 
advanced this far on moving toward multilateral aid under the United 
Nations, and are going to make a tremendous step by starting a new 
fund, that our United States policy has been opposed to, what do 
you envisage in the next 3 to 5 years in this aid program? Will this 
same tendency go further so that there will be a move to put the entire 
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United States foreign aid program under U. N., or multilateral 
auspices? 

Won’t this be weakening our United States stand for the future? 

Now then, might I recall, in good memory, a man who was the 
Congressman from New York, named Marcantonio, who gave one 
of the most dramatic speeches I ever heard in the House of Repre- 
sentatives at the close of the Marshall plan debate when he stood up 
and argued that the United States was making an error in giving the 
aid on a unilateral basis, but that it should be done on a multilateral 
basis through the United Nations. 

He strongly opposed the Marshall plan on the basis it was a complete 
misconception of United States policy and that it should be done on a 
worldwide, ‘‘everybody help” cooperative basis to help those who 
were underdeveloped and those in need. 

As you well recall, at the time of the Marshall plan, it first was 
proposed to aid the entire world, both before and behind the Iron 
Curtain. It then turned into what we called the mutual security 
program. 

Previous to that it had been the mutual defense assistance program. 

Prior to that it had been called the military aid program. The 
context of it was different on policy. 

May I have Mr. Hanes put on record, in the light of that area of 
reference, what this present concept is as to the future of such a pro- 
gram and how it can be distinguished from Mr. Marcantonio’s 
position or a partial approach to it? 

Likewise, may I have him put in the record on his statement, in 
paragraph, what he means by this: 

At the 12th General Assembly which convened in September 1957, the United 
States was faced with the alternative of having SUNFED established over its 
opposition or of proposing some other concrete and feasible measure which would 
aid the economic development of the less developed countries, but which would 
be more capable of realization than SUNFED. 

Acting Chairman Moraan. I think Dr. Judd went into that in the 
course of his statement. 

Mr. Futron. I would like to continue, Mr. Chairman. 

That is certainly praising, with mighty slight praise when it is 
simply said it would be more capable of realization than SUNFED, 
the program which the United States policy had opposed because it 
was unrealistic. 

Taking the obverse of your statement I would like to hear that. 

On page 2 of Mr. Hanes’ statement I would like for you to explain 
at a later point what you mean by “training institutes in public 
administration.’ If this program is under the United Nations of course 
all countries who are members of the United Nations will be joining in 
the program of training institutes in public administration. It would 
seem there would be a chance of Communist infiltration into countries 
where there is now no Communist infiltration even though they are 
underdeveloped. 

Another thing I would like to have an answer from Mr. Hanes on is, 
it is true that the United Nations Expanded Technical Assistance 
Program now operates in these fields in a limited way. The query 
naturally arises, why establish something else when you already 
have something that is either operating satisfactorily or unsatisfac- 
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torily. If it is operating unsatisfactorily, then Mr. Hanes should 
explain why that should not be abolished. If it is operating satis- 
factorily, he should then be put on the dilemma of saying, Why not 
expand that particular program? 

On page 3 he again praises with very slight and faint praise the 
special projects fund, that it falls far short of the supporters of 
SUNFED. 

I would like Mr. Hanes to put on record specifically and list various 
reasons why the special projects fund falls short and in what respect. 

Likewise, on what programs it falls short and also on a basis of 
administration why it falls short, as well as efficiency. 

In addition I would like to have put in the record by Mr. Hanes, 
on page 3: 

That the methods previously suggested by which these hopes might be realized 
have been entirely unrealistic. 

I would like to have a survey of the methods which have been sug- 
gested by which these hopes might have been realized that he believes 
have been entirely—and quote and repeat “entirely unrealistic’’—not 
partially, but entirely unrealistic. 

Now, the question then is why an immediate practical step is 
necessary when there has been a development of programs already in 
existence-in the United Nations up to this date. Why is this particu- 
lar program necessary? 

I would ask Mr. Hanes to distinguish this program from the new 
development that we have in our United States foreign policy called 
the Development Loan Fund. 

Secondly, I would like him to explain on the record why everything 
that is being done on this particular proposed program could not be 
likewise done under the Development Loan Fund. 

I would like Mr. Hanes then to explain to me what the difference is 
between this program and the various programs that have been taken 
cognizance of under the Export-Import Bank. On that portion I 
would like to know why there could not be some sort of a board of 
directors set up which would bring in both the Development Loan 
Fund personnel as well as the Export-Import Bank personnel. 

Acting Chairman Morcan. Mr. Fulton, will you yield to me? We 
have one more witness we want to finish this afternoon. 

Mr. Futron. We have not had the opposition stated. I have not 
made my mind up but I think there should be some time given to get 
the questions on the record. 

Acting Chairman Moraan. I know, but you have already assigned 
Mr. Hanes a lot of work. 

Mr. Jupp. We went over many of those points when you were not 
here. 

Acting Chairman Morean. Thank you, Dr. Judd. 

Mr. Futron. Let me have one more question. 

Acting Chairman Morean. One more question and only one. 

Mr. Futron. Then I would rather not ask it. 

Acting Chairman Morcan. We will call on Mr. McCollum. 

Mr. Hangs. Mr. Chairman, we will be happy to submit the answers. 

(The following information has been supplied for insertion in the 
record in response to questions asked by Mr. Fulton:) 
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ANSWERS TO QUESTIONS BY CONGRESSMAN JAMES G. FULTON oF HovusE 
FoREIGN AFFAIRS COMMITTEE, Marcu 26, 1958 


1) wre is the distinction between this proposed multilateral approach and 
« NRRA?” 

Answer. The United Nations Relief and Rehabilitation Administration 
(UNRRA) was an emergency relief and rehabilitation program which started 
during World War II and ended in 1947. It was designed to provide food and 
other commodities for civilian consumption needed at the end of World War II 
by war-devastated countries of Europe and Asia. The Special Projects Fund is 
not a relief and rehabilitation program and will not provide commodities for 
civilian consumption. Its function is to provide the basic data and economic 
framework which must be the basis for sound economic development in any coun- 
try, by training manpower, and helping countries to assess their resources and 
encouraging research in ways to use these resources more productively. 

(2) “Would this not be a method where commitments are made on behalf of 
the United States with the United States in a minority position with a minority 
vote and then it would become incumbent upon these countries or ourselves to 
live up to these commitments?” 

Answer. No. Commitments for projects of the Special Projects Fund will be 
made only within the limits of contributions made available to the Fund. The 
only commitment on behalf of the United States will be whatever the United 
States itself pledges to the Fund and then only if the pledges of others are honored 
so that our actual contribution is no more than a predetermined percentage of all 
actual contributions. This is a voluntary program and projects can be under- 
taken only within the limits of funds made available voluntarily by governments. 

(3) “If we have advanced this far on moving toward multilateral aid under 
the United Nations, and are going to make a tremendous step by starting a new 
fund, that our United States policy has been opposed to, what do you envisage 
in the next 3 to 5 years in this aid? Will this same tendency go further so that 
there will be a move to put the entire United States aid under U. N., or multi- 
lateral auspices?’’ 

Answer. There is no move to put all United States technical assistance or any 
other aid under U. N. or multilateral auspices. On the contrary, United States 
bilateral programs of technical assistance will continue to be an integral part of 
our foreign policy. 

In initiating the Special Projects Fund we have recognized that the needs of 
less developed countries for technical assistance exceed what both the United 
States through bilateral programs and the U. N. through multilateral programs 
have thus far been able to provide. 

We could, of course, have tried to meet this unfulfilled need by asking for even 
larger appropriations for United States bilateral assistance rather than for multi- 
lateral technical assistance. But there are certain clear advantages in extending 
the multilateral program. For one, the United States has no monopoly on 
experts and we do in fact have serious recruitment problems. Under a U. N. 
program, experts from other countries can be utilized. Also, in the U. N. pro- 
gram, other countries share the cost and the United States pays only a part. 

It is important to note that the United States bilateral effort is presently far 
larger than the U. N. effort, about $125-150 million a year as compared to a U. N. 
technical assistance total of about $30 million. It is also considerably larger 
than the target figure of $100 million over the next several years for the ETAP 
and Special Projects Fund combined. Over the next 3-5 years our efforts will 
be directed to encouraging others to bring the U. N. program up to its target level 
of $100 million and to making the Special Projects Fund an effective instrument 
of technical assistance. 

It is further important to note that the United States has not been opposed to, 
but has consistently encouraged, an expansion of the UNTA program. We have 
opposed the establishment of a U. N. capital development fund for grants and 
soft loans to finance development projects because we felt that prospective 
resources were inadequate. The Special Projects Fund is not SUNFED. It is 
a needed extension of an already successful U. N. technical assistance program. 

(4) ‘‘What is the future of this program, and how can it be distinguished from 
Mr. Marcantonio’s position?” 

Answer. The administration is proposing to put a maximum of approximately 
$40 million annually on a matching basis into a multilateral technical program 
while at the same time continuing the program of bilateral technical assistance. 
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This is a totally different approach than that of Mr. Marcantonio. Mr. Mar- 
cantonio in his speech of March 23, 1948, in the House of Representatives, said 
“that any program which is genuinely an aid and rehabilitation program can be 
accomplished only through the United Nations. Otherwise, it becomes an 
imperialist program.’ He strongly opposed bilateral assistance. Speaking of the 
Marshall plan, he stated in the same speech, ‘‘It is a scheme, it is a war measure, 
to impose upon the people of Europe Wall Street monopoly capital and buttress a 
decadent capitalism which has failed in Europe * * * It is imperialism.” 

(5) ‘‘Explain the sentence: ‘At the 12th General Assembly which convened in 
September 1957 the United States was faced with the alternative of having 
SUNFED established over its opposition or of proposing some other concrete 
and feasible measure which would aid the economic development of the less devel- 
oped countries, but which would be more capable of realization than SUNFED.’ ” 

Answer. The United States believes that SUNFED is not “capable of realiza- 
tion’? because adequate funds have not been prospectively available to make its 
operation meaningful. A minimum of $250 million was envisaged as the starting 
goalof SUNFED. The United States has considered that a reasonable prospect 
of adequate funds (certainly several hundred million dollars annually) must 
exist before an international capital development fund could become meaningful 
in meeting basic international needs for capital investment. The United States 
has not, to date, detected such a reasonable prospect. 

The Special Projects Fund is a much more modest proposal. The United States 
does foresee a ‘‘reasonable prospect”? that major developed countries are now 
a. to support the Special Projects Fund, while continuing to support 

TAP, with funds which are at least sufficient to make both programs effective. 
Whether or how soon the 2 programs will achieve their full proposed potential of 
$100 million will depend upon the willingness of other countries to raise their 
contributions above the bare minimum required to make the programs effective. 

(6) “Explain what you mean by ‘training institutes in public administration. 
If this program is under the United Nations, of course, all countries who are 
members of the United Nations will be joining in the program of training insti- 
tutes in public administration. It would seem there would be a chance of Com- 
munist infiltration into countries where there is now no Communist infiltration 
even though they are underdeveloped.’ ”’ 

Answer. There has been a growing realization among the less developed 
countries that, unless their governmental structure and the personnel required 
for carrying out administrative duties were adequate for the task, the other 
aspects of their economic development would be gravely handicapped. One 
of the most important demands by such countries upon the presently available 
financial and technical resources of the United Nations has been for help in this 
field. For example, under the expanded technical assistance program, the Central 
American Republics asked the United Nations Technical Assistance Administra- 
tion to organize a school of public administration. In response to this request, 
the Advanced School of Public Administration was established in 1954, and by 
1956-57 had trained 140 students, including officials who are now high in their 
respective governments. The expanded program is meeting part of the need for 
increased assistance in public administration. The need is much greater than 
the expanded program could meet, and the Special Projects Fund, through its 
ability not only to staff but to equip public-administration institutes, will permit 
the scope of their work to be greatly increased. 

With regard to the possibility of Communist infiltration through training 
institutes in public administration, recipient countries must approve each expert 
before he is assigned to work in that country. Very few countries have accepted 
Soviet or satellite experts in any field under the U. N. program. (There are 27 
out of 1,636 experts in the field.) There are none in the field of public admin- 
istration. 

(7) “It is true that the UNETAP now operates in these fields in a limited way. 
The query naturally arises: Why establish something else when you already have 
something that is either operating satisfactorily or unsatisfactorily? If it is 
operating unsatisfactorily, then Mr. Hanes should explain why that should not be 
abolished. If it is operating satisfactorily, he should then be put in the dilemma 
of saying: Why not expand that particular program?” 

Answer. We feel that the expanded technical assistance program is operating 
satisfactorily and, therefore, certainly should not be abolished. In fact, the 
resolution passed by the General Assembly envisages some expansion of ETAP 
in its present form to the level of $40 million to $50 million. It is proposed that 
the Special Projects Fund would support a few important large-scale projects 
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requiring more sustained assistance over a considerable period of time and, prob- 
ably, on a regional rather than a single-country basis. This would be difficult 
to achieve under the ETAP country programing system whereby country target 
figures are set for each year, and some 1,600 experts and a small proportion of 
supplies and equipment are furnished to a large number of projects in over 90 
countries and territories. The Special Projects Fund was, therefore, established 
as a separate entity, to coordinate very closely with the expanded technical 
assistance program, but to provide in depth assistance which ETAP cannot 
provide. 

(8) ‘‘Why and in what respect does the Special Projects Fund fall short of the 
hopes of supporters of SUNFED?”’ 

Answer. The supporters of SUNFED hoped to establish a capital develop- 
ment fund which would be used for making grants-in-aid and long-term develop- 
ment loans to underdeveloped countries. The Special Projects Fund is not a 
capital development fund. It will not make grants and loans for the construc- 
tion of bridges, dams, roads, ete., the function envisaged for SUNFED, and will 
be much more modest in terms of its total resources, as well as being much more 
realistic in terms of the resources prospectively available. 

(9) “Survey methods previously suggested by which these hopes might be 
realized and why they have been entirely unrealistic.” 

Answer. The supporters of SUNFED seemed to us to be unrealistic in their 
expectations that adequate ($250 million per year) contributions to a U. N. 
capital development fund would be forthcoming from countries at this time. 
The United States has consistently stated that it could visualize such contribu- 
tions only when genuine progress toward international disarmament had made it 
possible for countries to reduce vast arms expenditures and utilize their resources 
in genuinely constructive ways. Other major potential contributors, such as the 
United Kingdom, have also indicated that they are unable or unprepared to 
contribute funds of this dimension at this time. It is entirely unrealistic to 
establish a capital development fund with inadequate resources in sight to do the 
job for which it is established. 

(10) ‘“‘Why is the Special Fund necessary?”’ 

Answer. The needs of the less advanced countries for technical assistance, 
and their requests for its extension on a multilateral basis, far exceed the financial 
resources hitherto available to the United Nations expanded technical assistance 
program. The increasing recognition on the part of the less advanced countries 
of the importance of technical assistance as an essential aspect of basic develop- 
ment, and the greatly increased needs on the part of countries newly achieving 
their political independence, such as Ghana, Morocco, and Malaya, have meant 
rising demands for technical assistance of the type that the expanded program 
-an furnish. 

In addition, however, there has become increasingly apparent the need for a 
type of technical assistance involving a substantial component of supplies and 
equipment, often involving a region rather than a single country, and requiring 
more sustained support of a nature that the expanded program could not and 
was not designed to furnish. The Special Projects Fund was proposed by the 
United States to help finance these projects of basic importance to sound develop- 
ment, and, thus, to help meet demonstrated needs that could not be met by the 
ETAP. 

(11) ‘Distinguish this program from the Development Loan Fund. Why could 
not everything to be done on this proposed program be done under the Develop- 
ment Loan Fund?” 

(12) ‘‘Explain the difference between this program and the program of the 
Export-Import Bank. Why could there not be some sort of board of directors 
set up which would bring in both the Development Loan Fund personnel as well 
as the Export-Import Bank personnel?”’ 

(13) ‘‘What is the difference between the Special Projects Fund and the Inter- 
national Bank for Reconstruction and Development?’ 

Answers. The Development Loan Fund and the Export-Import Bank are United 
States institutions, while the Special Projects Fund and ETAP (as well as the 
IBRD) are multilateral institutions in the U. N. framework. 

The Development Loan Fund, the Export-Import Bank, and the International 
Bank are all banking institutions which provide loan capital, almost always within 
a single country, to finance development projects such as the construction of roads 
and powerplants, the expansion of railroad networks and steel-fabricating capacity, 
the import of mining equipment, agricultural machinery, and the like. Each of 
the projects they finance is designed to increase the income of the country involved 
over the period of the loan, which increased income can be applied to liquidating 
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the loan. (The Development Loan Fund provides loans on easy repayment terms 
often in local currencies for investments that cannot be financed by the Export- 
Import Bank or the International Bank because of the limited debt-carrying 
capacity of the borrowers. The Export-Import Bank and the International Bank 
make “hard” loans at interest rates prevailing in the market and require repay- 
ment in “‘hard’’ currencies. The Export-Import Bank differs from the Inter- 
national Bank in that its loans finance only American exports. The loans of the 
International Bank finance exports from many member countries on the basis of 
international competitive bidding.) 

The Special Projects Fund is not a banking institution. It will not provide 
capital for investment in capital items or in immediate income-producing facilities 
although the projects it will undertake are basic to effective development of 
income-producing facilities. Its funds will be used often on a regional rather 
than a single country basis, for training manpower, for assessing local resources, 
and for research in ways to use these resources more productively. Manpower 
training embraces courses in public administration, in statistics, in engineering 
skills, ete. Exploring resources embraces general economic surveys, specific 
surveys of water, mineral, and potential power resources, manpower surveys, 
and the like. Research includes agricultural experiment stations to determine 
the best use of local soil, industrial experiment stations to determine economic 
uses for waste products, etc. 

The less developed countries need technical assistance such as the Special 
Projects Fund will provide. There is a shortage of administrative, management 
and technical skills at every level. There is little data on natural resources and 
few capabilities for experimentation on new and productive ways to use the re- 
sources that are known. The Special Projects Fund would help to attack these 
fundamental weaknesses. 

The less developed countries also need capital for investment in dams, bridges, 
harbors, powerplants, factories, and roads. The three banking institutions are 
designed to provide capital for this purpose. As indicated above, the functions 
of the Development Loan Fund, the Export-Import Bank, and the IBRD on the 
one hand and U. N. Technical Assistance and the Special Projects Fund on the 
other are completely different, although they complement each other. 


Mr. Futon. On the various international agencies, Mr. Chairman, 
I would like a distinction between this program and these others, like 
the Development Loan Fund, as well as the International Bank 
for Reconstruction and Development. 

Mr. Jupp. May I ask unanimous consent, Mr. Chairman, that at 
the end of my remarks there be included the actual resolution of the 
United Nations on this Fund? 

Acting Chairman Morean. Without objection it is so ordered. 

(The resolution referred to follows:) 


Distr. Limited 

A/RES/1219 (XIT) 

17 December 1957 
Unitep Nations GENERAL ASSEMBLY 


TWELFTH SESSION—-AGENDA ITEM 28 


RESOLUTION ADOPTED BY THE GENERAL ASSEMBLY 
{On the report of the Second Committee (A-—3782)] 


1219 (XII). Financing of economic development 

The General Assembly, 

In conformity with the determination of the United Nations, as expressed in its 
Charter, to promote social progress and better standards of life in larger freedom, 
and for these ends, to employ international machinery for the promotion of the 
economic and social advancement of all peoples, 

Conscious of the particular needs of the less developed countries for interna- 
tional aid in achieving accelerated development of their economic and social 
infrastructure, 

Recalling its resolutions on the establishment of an international fund for 
economic development within the framework of the United Nations and, in 
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particular, reaffirming its unanimously adopted resolutions 724 A (VIII) and 
724 B (VIID) of 7 December 1953, 

Noting the recommendation of the Economie and Social Council in its resolu- 
tion 662 B (XXIV) of 31 July 1957, 

Recognizing that the United Nations Expanded Programme of Technical 
Assistance is of proven effectiveness in promoting the economic development 
of the less developed countries, 

Recognizing however that neither the Expanded Programme nor other existing 
programmes of the United Nations or the specialized agencies can now meet 
certain urgent needs which, if met, would advance the processes of technical, 
economic and social development of the less developed countries, and, in par- 
ticular, would facilitate new capital investments of all types—private and public, 
national and international—by creating conditions which would make such 
investments either feasible or more effective, 

Convinced that a rapidly achieved enlargement in the financial resources and 
scope of technical assistance rendered by the United Nations and the specialized 
agencies to the less developed countries would constitute a constructive advance 
in United Nations assistance and would be of immediate significance in accelerat- 
ing their economic development, 

Recognizing that, while long-term pledges are desirable, some Governments 
are unable to make financial commitments except with the approval of their 
legislatures and on an annual basis, ; 


Commends the Ad Hoc Committee on the Question of the Establishment of 
a Special United Nations Fund for Economie Development for the work embodied 
in its final ! and supplementary ? reports prepared in accordance with General 
Assembly resolutions 923 (X) of 9 December 1955 and 1030 (XI) of 26 February 
1957; 
II 


1. Decides that, subject to the conditions prescribed hereunder, there shall be 
established as an expansion of the existing technical assistance and development 
activities of the United Nations and the specialized agencies a separate Special 
Fund which would provide systematic and sustained assistance in fields essential 
to the integrated technical, economic and social development of the less developed 
countries, 

2. Decides further that, in view of the resources prospectively available at this 
time, which are not likely to exceed $100 million annually, the operations of the 
Special Fund shall be directed towards enlarging the scope of the United Nations 
programmes of technical assistance so as to include special projects in certain 
basic fields to be defined by the Preparatory Committee provided for in para- 
graph 4 below, for example, intensive surveys of water, mineral and potential 
power resources, the establishment, including staffing and equipping, of training 
institutes in public administration, statistics and technology, and of agricultural 
and industrial research and productivity centres; 

3. Considers that while, without impairing the separate identity of the Special 
Fund, the fullest possible use should be made of the existing machinery of the 
United Nations, the specialized agencies—including the existing international 
financial institutions—and the Expanded Programme of Technical Assistance, 
the Fund will require some new administrative and operational machinery; 

4. Decides to establish a Preparatory Committee composed of representatives 
of sixteen Governments to do the following, taking into account the principles 
set out in the annex to the present resolution and the views and suggestions 
forwarded by Governments pursuant to paragraph 7 below: 

(a) Define the basic fields of assistance which the Special Fund should encom- 
pass and, within these fields, the types of projects which should be eligible for 
assistance; 

(b) Define in the light of paragraph 3 above the administrative and operational 
machinery to be recommended for the Special Fund, including such changes as 
may be required in the present legislation and procedures of the Expanded Pro- 
gramme of Technical Assistance; 

(c) Ascertain the extent to which Governments would be willing to contribute 
to the Special Fund: 

5. Invites the President of the General Assembly to appoint the members of 


the Preparatory Committee; 


1 A/3579 and Corr. 1 and Add. 1. 
2 A/3580, 





1368 MUTUAL SECURITY ACT OF 1958 


6. Invites the Secretary-General to provide the Preparatory Committee with 
all the necessary facilities, including the provision of such expert consultants as 
might be required; 

7. Requests Governments to assist the Preparatory Committee in its work by 
forwarding their views and suggestions to the committee through the Secretary- 
General and, in particular, by indicating the extent to which they would be 
willing to contribute to the Special Fund; 

8. Invites the Secretary-General, the executive heads of the specialized agencies 
and the Executive Chairman of the Technical Assistance Board to forward their 
views and suggestions to the Preparatory Committee; 

9. Requests the Preparatory Committee to submit the results of its work in 
the form of a report and recommendations to the Economic and Social Council, 
at its twenty-sixth session, 

10. Requests the Economic and Social Council to transmit the Preparatory 
Committee’s report, together with its own comments, to the General Assembly, 
at its thirteenth session, for final action; 

11. Looks forward to the establishment of the Special Fund as of 1 January 
1959; 

12. Appeals to all States Members of the United Nations, in a spirit of coopera- 
tion and solidarity, to give the greatest possible assistance to the Special Fund; 


III 


Decides that as and when the resources prospectively available are considered 
by the General Assembly to be sufficient to enter into the field of capital develop- 
ment, principally the development of the economic and social infrastructure of 
the less developed countries, the Assembly shall review the scope and future 
activities 6f the Special Fund and take such action as it may deem appropriate. 


730th plenary meeting, 
14 December 1957. 
ANNEX 


1. The Special Fund shall be a multilateral fund of the United Nations, with 
financial resources principally derived from voluntary annual contributions of 
Governments and others in or transferable into currency usable by the Fund and, 
as much as possible, pledged or indicated for a number of years. 

2. Assistance from the Special Fund shall be given only to projects which 
would make a contribution to the economic development of the requesting 
country or countries. The operations of the Fund shall be in conformity with 
the principles of the Charter of the United Nations and shall not be influenced 
by political considerations. 

3. The Special Fund shall be administered by a chief executive officer under 
policies established by an executive body in accordance with such rules and 
principles as may be laid down by the General Assembly and the Economic and 
Social Council. The membership of the executive body shall be equally dis- 
tributed between two groups, one consisting mainly of major contributing coun- 
tries and the other consisting mainly of major contributing countries and the other 
consisting mainly of less developed countries. Each member of the executive 
body shall have one vote. Decisions of the executive body on questions of policy, 
including the allocation of funds, shall require a qualified majority vote. 

a. 


At the 730th plenary meeting on 14 December 1957, after the adoption of the 
resolution, the President of the General Assembly appointed the following States 
Members to be represented on the Preparatory Committee, in accordance with 

aragraph 5 of section II of the resolution above: CaANApA, CHILE, DENMARK, 

Teeter, FRANCE, GHANA, INDIA, JAPAN, Mexico, the NETHERLANDS, PAKISTAN, 
Perv, the Unron or Soviet Socrauist Retuetics, the UNITED KINGDOM OF 
GREAT BrITAIN AND NORTHERN IRELAND, THE UNITED STATES OF AMERICA 
and YUGOSLAVIA. 


Acting Chairman Morcan. Our next witness is Robert S. McCol- 
lum, Deputy Administrator, Bureau of Security;and Consular Affairs, 


Office of Refugee and Migration Affairs, Department of State. 
You have a statement, Mr. McCollum? 
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STATEMENT OF ROBERT S. McCOLLUM, DEPUTY ADMINISTRATOR, 
BUREAU OF SECURITY AND CONSULAR AFFAIRS, OFFICE OF 
REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 


Mr. McCotuvum. The political tyranny inherent in Communist 
regimes and the disruptions caused by international conflicts and ten- 
sions remain the predominant causes of continuing refugee movements. 
Although much has been accomplished by governments and inter- 
national and voluntary agencies since World War II in absorbing 
millions of refugees and displaced persons who have become self- 
supporting in the intervening years, much still remains to be done not 
only for the more recent refugees but for those refugees who have 
spent years in camps awaiting opportunities for a more normal exist- 
ence. Both groups of refugees, the recent arrivals and the older 
refugees, aggravate political and economic problems in the countries 
of first asylum, many of which are already overburdened by the 
population pressures of their own indigenous peoples. 

The United States is interested in reducing as much as possible the 
numbers of refugees awaiting resettlement not only in the interests of 
the refugees themselves, but because the United States is also interested 
in securing economic and political viability in friendly allied countries 
which extend hospitality to the refugees in the first instance and must 
retain those for permanent care who cannot be moved onward to other 
countries of asylum. The United States is also interested in assuring 
that asylum shall continue to be available for refugees who seek 
freedom from communism, and that refugees have the right to elect or 
reject repatriation without duress. This is important to the free 
world as an answer to Communist propaganda and as an evidence of 
the continuing interest of the American people in all peoples under 
Communist domination. 

This concern is shown by providing assistance to those whose opposi- 
tion to communism has made it necessary for them to flee their home- 
land. The United States has a particular interest in the prompt 
resolution of problems concerning disaffected refugee groups which 
might be exploited by the Communists as part of ‘their propaganda 
or as a basis to charge the free world with indifference and insincerity. 
Lastly, the movement of refugees and migrants into countries where 
their ‘knowledge and skills can be utilized adds further strength to the 
whole free world. 

To meet these and other allied United States objectives effectually, 
the Office of Refugee and Migration Affairs (ORM), Bureau of Security 
and Consular Affairs, has the general responsibility for the develop- 
ment, implementation, and coordination of United States Government 
policies and programs in refugee and migration matters. 

ORM coordinates and supervises United States activity in the 
three major programs in the refugee field: United States escapee 
program (USEP), Intergovernmental Committee for European 
Migration (ICEM), and the United Nations High Commissioner for 
Refugees (UNHCR). Particular caution is taken to assure no 
overlapping of activity or duplication of expenditures in these three 
programs, each of which concentrates on a specific aspect of the total 
problem: ICEM on the transportation of migrants and refugees to 
countries of second asylum overseas; USEP on the more recent 
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escapees whose flight to freedom has political significance for the 
Western World in its struggle against communism; “and the UNHCR 
who is concerned primarily with the reestablishment of the older 
group of refugees and with the legal protection of all political refugees. 

The Intergovernmental Committee for European Migration has as 
its purpose the movement of migrants and refugees from overpopu- 
lated areas in Europe to countries in need of manpower. Since 
continuing authority for United States contributions to ICEM is 
already provided in section 405 (a) of the Mutual Security Act of 
1954, as amended, I shall not take the time of the committee to discuss 
this program except to report that the total movement out of Europe 
under this program in calendar year 1959 is estimated to be 145,000 
and that it is proposed that the United States contribute up to 
$12,500,000 or 45 percent of the cost of these movements. 

The United States escapee program (USEP) provides reception, 
interim care and maintenance, and resettlement assistance to recent 
escapees from the Soviet Union and satellite countries in Europe and 
to selected escapee groups or individuals in other areas of the world 
including Hong Kong and Macao. 

Its purpose is to serve United States interests by demonstrating 
the concern of the West for those who flee Communist oppression and 
seek asylum in the free countries of the world. This program, which 
has been carried on since 1952, will continue along the same general 
lines as in previous years. In 1959, however, because Hungarian 
escapees in Europe are no longer receiving special attention on the 
part of international organizations and the countries of the free world, 
they will be assisted as part of the normal caseload of USEP. It is 
therefore necessary to undertake the same painstaking effort in the 
resettlement of these refugees as has been necessary for some years 
with regard to Iron Curtain escapees of other nationalities. To carry 
forward the USEP in 1959, $8,600,000 is requested. Although this 
amount may appear to involve an increase, it is actually a reduction of 
$2,250,000 from the figure of $10,850,000 which is being utilized in 
1958 by USEP for Hungarian and other escapees. 

The UNHCR program for which $1,200,000 is requsted, was 
authorized by a UN General Assembly resolution on December 2, 
1957, to succeed the United Nations Refugee Fund (UNREF) which 
ends December 31, 1958. It is a program to which governments will 
contribute on a voluntary basis. The establishment of this new 
program recognizes the dynamic and unpredictable nature of the 
refugee problem and the fact that an international program continues 
to be necessary to meet urgent refugee situations that may arise in 
the future. 

It also recognizes that there will be certain unresolved refugee 
problems remaining on December 31, 1958 (when UNREF terminates), 
which asylum countries could not reasonably be expected to handle 
without international assistance. Had it not been for the Hungarian 
refugee emergency in late 1956 and 1957 these remaining problems 
would undoubtediy have been even smaller than they are. 

When UNREF was established in 1954 it represented the best 
thinking and the best planning which the interested members of the 
United Nations were able to bring to the refugee problem as it then 
appeared. The support which the program has since received from 
many governments and the results which have been achieved are 
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ample evidence that this thinking and planning were basically sound. 
UNREF had, however, one fundamental fallacy which has since 
become apparent. It was a definite program involving a definite 
sum of money and a definite time period—and postulating, of course, 
a definable and static problem which it was supposed to eliminate. 
Experience has shown, however, that the refugee problem is anything 
but static. It is continually changing in its nature, in its dimensions 
and in its location. 

It is constant only in one respect: it will continue to exist as long as 
conditions exist which create it. It is not, therefore, a problem which 
can be defined at once for all time. It cannot be met by establishing 
a program for a specified number of years with a specified amount of 
money. Long before the allotted time has passed, the problem will 
have changed, casting doubt on the validity of whatever long-term 
planning might have been done. 

It was to secure recognition of this fact that the United States took 
the lead last fall in formulating and supporting the resolution which 
established the new UNHCR program. This new program will, we 
feel, be sufficiently flexible to meet changing situations as they occur. 
It will enable governments intelligently to determine on an annual 
basis the specific refugee problems toward which they wish to con- 
tribute during the next year. 

It will not, therefore, involve any long-term commitments or rigid 
long-term plans. It will, in effect, identify each year the most urgent 
parts of the entire refugee proble m which can, as a practical matter, 
be eliminated or reduced by international effort during that year. It 
will permit countries to concentrate their contributions on those 
refugee situations of particular interest to themselves (which should 
stimulate contributions from some countries who have contributed 
little or nothing to refugee programs in the past). The new program 
will be governed by an executive committee, on which the United 
States will serve, and which will approve specific programs and 
authorize appes als for funds. 

The UNHCR program will begin operations on January 1, 1959 
and will involve four prine ipal aspects, namely, camp closure, 
assistance to difficult cases living out of camps, operations in the 
Far East and special emergency assistance. The total of our proposed 
contributions in 1959 is $1.2 million which would be made subject to 
the condition that overall this amount would not exceed one-third of 
the contributions from all governments, although we might at some 
time want to take advantage of the flexibility of the new program by 
contributing more than one-third to certain programs of the High 
Commissioner and less than one-third to others. At this point may I 
emphasize that the United States interests in the operational activities 
of the UNHCR are under the direction of ORM, while the U. N. 
aspect of liaison and representation is centered, as it should be, in the 
Bureau of International Organization Affairs. 

The executive branch is convinced that it is in the United States 
interest to continue to support international efforts on_behalf of 
refugees. Our participation in the new UNHCR program will continue 
to demonstrate our own country’s sincere and traditional interest in 
the welfare of the victims of political and religious persecution, while 
at the same time emphasizing our feeling that such burdens should 
be shared by all free countries. It will also demonstrate our support 
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of the High Commissioner for Refugees himself, who has become a 
symbol of hope and of international concern to refugees everywhere, 
and whose high mission and prestige have made him an effective 
force for good in negotiations to better the lot of refugees. 

Even the Soviet and satellite governments, who deny all he stands 
for, treat him with respect and caution, and have made significant 
concessions as a result of his intervention. 

Finally, our support will assure that the United States continues to 
play a leading role in the formulation, guidance, and direction of the 
program itself along sound and productive lines. 

We consider these to be compelling considerations which fully 
justify our proposed support for the UNHCR program. 

The program funds requested for the coming year for all 3 refugee 
programs total $22,300,000. This reduction of $5,808, 000, as com- 
pared with the total estimate for fiscal year 1958 of $28, 108,000 
reflects the progress being made in fiscal year 1958. While there were 
accomplishments in various segments of the overall refugee program, 
the most significant achievement was in the resettlement and integra- 
tion of the majority of the Hungarian refugees who fled from Hungary 
following the October 1956 revolt. Approximately 180,000 Hungarian 
refugees out of the 200,000 who escaped to Austria and Yugoslavia by 
the end. of 1957 have been moved to countries of second asylum; 
only 19,000 Hungarians remained in Austria and all have left Yugo- 
slavia. The complete removal from Yugoslavia within 1 year of all 
Hungarian refugees who wished to leave is an accomplishment 
unprecedented in refugee operations. 

The problem, therefore, of refugees and escapees is still of genuine 
importance. We have new escapees every month, we have Hungarians 
from the revolution, and we have some older refugees still unsettled. 
The Department urges approval of these programs as necessary to 
basic United States foreign policy objectives; as evidence of United 
States willingness to help the individual seeking freedom and individual 
dignity lost under tyranny; and as continuing aid to friendly allies who 
have the initial and major burden of refugees because of geographical 
location. 

Mr. Chairman, we are always delighted to appear here because this 
committee understands and knows about the refugee activities and the 
work of the Intergovernmental Committee for European Migration. 

It has been proven as long as there is tyranny in restricting individ- 
ual’s freedoms there will be refugees and escapees. 

There are three major programs that we are presenting, all of which 
are under the direct jurisdiction of the Office of Refugee and Migration 
Affairs, the Department of State. Those have been brought under 
one office so that we can take a look at each of the programs and be 
sure there is no overlapping, that there is continuity in the program 
and an aim in mind. 

The three programs briefly are: First, the United States escapee 
program, which is a bilateral, unilateral program administered by 
the United States Government to aid escapees from behind the Iron 
Curtain. 

Second, the Intergovernmental Committee for European Migra- 
tion, which is an organization of 27 free nations to help move and 
transport people from overpopulated countries to underdeveloped 
areas or to countries where they need additional manpower. 
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Third, the United Nations High Commissioner for Refugees, 
which is part of the United Nations program, as you know. 

Very quickly, on these three programs, the Intergovernmental 
Committee for European Migration is asking again for $1214 million, or 
not to exceed 45 percent of total Government contributions to the 
operational program. 

The United States escapee program for this next year, 1959, is 
asking for $8,600,000, which is a decrease of $2,250,000 ‘from our 
estimated expenditures for this year. 

I would like to explain that very briefly because there may be 
some question in your minds. The appropriations for USEP last 
year were less than that. However, if you recall we also presented 
a separate budget for Hungarians for last year due to the importance 
of the Hungarian program in the country at that time. 

Therefore, in making comparisons of our expenditures we have 
taken the rT from the ten million for the Hungarians used 
by USEP or by the Intergovernmental Committee or by the High 
Commissioner and have put them in their proper slots. 

The United Nations High Commissioner program is requesting— 
we are requesting $1,200,000. As you all recall, the UNREF so- 
called, expires at the end of 1958. This was a 4-year program which 
bas been reasonably successful. Actually 4 years ago when the 
commitment was made, it was believed that certain things would be 
accomplished. These accomplishments have been carried out in 
general with the recognition that in the refugee field it is almost 
impossible to anticipate far in advance in order to judge firmly the 
number of refugees and escapees that you have. 

Recognizing this fact, at the recent General Assembly, the United 
States took the lead to introduce a resolution calling for a new program 
under the High Commissioner’s Office. This program would be a 

yearly program which would permit governments to analyze and 

sustsiranian whether they wished to support any part or all of the 
program on each year’s basis and there would no long-term commit- 
ment. 

In summary, Mr. Chairman, may I just point out that the total 
request for these three funds is $22,300,000, or a reduction of 
$5,808,000 from last year. 

We feel this reflects progress in this problem but we do point out, 
as I say, that there is no specific end in sight for refugees and escapees 
so long as you have tyranny and communism. 

Perhaps the most dramatic accomplishment in the past year has 
been with regard to the Hungarian program. 

You are all aware, the last of the Hungarians in Yugoslavia left 
at the end of last year. Namely, there were a total of 19,000 who 
were resettled in other countries. This is perhaps the greatest example 
of international cooperation in this field that we have ever had. 

There are still 19,000 in Austria, as well as several thousand in 
Western European countries which are now under the auspices of the 
United States escapee program. 

This, sir, therefore, is the summary very briefly of our request of 
this committee, and the Department urges that you give it favorable 
consideration becaus: of the foreign policy implications, the interest 
we have in helping new people, he ping new escapees seek resettlement 
in countries and, of course, it is aid to friendly allies. 
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Acting Chairman Morean. I see there were over 200,000 Hun- 
garians who escaped? 

Mr. McCouuvum. Yes, sir; to both Austria and Yugoslavia. 

Acting Chairman Morcan. You say all of these are out of 
Yugoslavia? 

Mr. McCouuvum. Yes. 

Acting Chairman Morcan. How many are in Austria? 

Mr. McCouuvm. 19,000. 

Acting Chairman Morean. What is going to happen to those 
19,000? Are they still trying to get them out of there? 

Mr. McCouuvo. Yes, sir; we are working on it, both the United 
States escapee program, as they find sponsors in other countries 
around the world, Argentina, Brazil, Australia, Canada; many coun- 
tries in Western Europe are still taking some and we are also natur- 
ally, through the High Commissioner’s Office, and USEP, having some 
local integration projects within Austria itself, so we are trying to 
move around 10,000 out of Austria itself. 

Acting Chairman Morean. Are there any more escapees coming 
through? 

Mr. McCo.uvum. Yes; there are escapees coming through constantly 
from behind the Iron Curtain, including a few from Hungary and from 
the other Iron Curtain countries, the satellite countries. 

Acting Chairman Morean. They are coming into Austria? 

Mr. McCou.vm. Into Austria, Italy, or Greece, as the countries 
bordering the satellite countries, not mentioning West Germany, be- 
cause they have this constant flow from East Germany, of course. It 
depends upon the proximity of the country of asylum, geographically, 
as to where they usually come. 

Acting Chairman Moraan. Has the resettlement program in other 
countries reached a saturation point as far as most countries of the 
world which has been taking in refugees are concerned? 

Mr. McCotuum. No; I would not say it has reached a saturation 
point. It has reached a point where they are becoming perhaps more 
selective; they are not taking the mass movements. You will recall 
that after the Hungarian Revolution the major countries of resettle- 
ment took large numbers of the mass movement. They are now 
being a little more discriminating and we are having more selection as 
far as the admission to these countries overseas are concerned, but 
they are still taking them and all the countries we are dealing with in 
these programs are still continuing immigration into their countries. 

Acting Chairman Morcan. You say you see no end to this program 
for years to come? 

Mr. McCo.uvm. All I said was so long as there is dictatorship and 
suppression of individual liberties there will be people who escape. 

Acting Chairman Morean. Thank you, Mr. McCollum. 

Mr. Vorys. 

Mr. Vorys. Mr. McCollum, I have been interested in your state- 
ment. Your three programs total $22.3 million; is that correct? 

Mr. McCo.uvm. Yes, sir. 

Mr. Vorys. In the program that is before us we have $25 million 
for Arab refugees, but that is not included in your program? 

Mr. McCo.uvum. No, sir; it is one of the programs that we do not 
have. 
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Mr. Vorys. In your opening statement you said—and you 
reiterated it: 
experience has shown, however, that the refugee problem is anything but static. 
It is continually changing in its nature, in its dimensions and in its locations. 

I agree with you and we must bear that in mind. 

Mr. Richards and I went through about 18 countries in the Far 
fast and Middle East. We got back and had our staff check the 
figures we had been assembling and we figured there were then about 
23 million refugees all around the world. That is, people who had 
been chased from their homes—not because of national disasters like 
floods or things like that, but because of manmade disasters 

This program that you described takes care of a small part of these. 
There are a lot of them we do not do anything about. We are cer- 


tainly not doing too much in the programs that you suggest and I hope 
that they will be approved. 


Thank you very muc h. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Nothing, Mr. Chairman, except to express my whole- 
hearted agreement with what Mr. McCollum has presented here. 
This is one of the places where the United States can do as much as 
anywhere to show that its concern for the unfortunate is just as warm 
as it ever has been, entirely apart from the political considerations 
which require that in a cold war we do all we can to assist all who 
have risked their lives for the free world side of the struggle. This is 
one of the greatest assets the free world has. 

First, because of the superior quality of most of them; they are the 
pioneers; they are the equivalent of the folks who build every good 
civilization. 

Second, they are a powerful counter, always on the side of the free 
world, in this struggle which involves our own ultimate faith. It is 
a field in which we have to be flexible and always doing our best to 
improve our efforts. 

I want to ask this question—I did know it, but I have forgotten 
is there not a figure of something like 500 a day still coming across 
from East Berlin to West Berlin? 

Mr. McCouuvum. Yes, sir. I do not think it is quite that high 
per day now. There are several thousand a month coming across, total- 
ing about one hundred and fifty to two hundred thousand a year. 
Those people, as you know, are being absorbed as far as the West 
German economy is concerned, and do not come under this particular 
program. 

Mr. Jupp. There has not been any opposition to this program in 
the committee in the past, and I do not think there will be this year 
because it is obviously meritorious. 

Acting Chairman Morean. Mr. Fulton. 

Mr. Fuuron. I want to congratulate Mr. McCollum for his state- 
ment, and say we on the committee strongly support these refugee 
and escapee programs, as well as the displaced persons programs. 

We must remember that the Hungarian refugee problem is not 
finished by giving them parole entry into the United States, because 
technically as a matter of United States law, they are not present 
here for legal purposes. 
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In addition to that, we must remember that as far as their rights 
are concerned, they are still as if they were in a refugee camp in 
Europe. Is that not right? 

Mr. McCouuvm. Yes, sir. They do have certain rights of employ- 
ment here which they might not otherwise have. 

Mr. Fuuron. That brings up this point on Hungarian refugees: 
Many of them have gotten “employ ment as young men and, of course, 
in the mills are last on the seniority list, so when unemployment 
comes they are the first ones off. 

That means that through no fault of their own, there is a greater 
percentage of unemployed among these refugees in industrial centers 
in the United States than there is in the population as a whole. 

Many of these refugees—and I have sponsored possibly 5 or 6 
Hungarians—they want to join the United States military forces. 

Will you please get for us on the record a ruling as to the position 
of the Hungarian parolees and their ability to volunteer for the 
United States forces, as well as to the effect on a possible citizenship 
status for them if they so join? 

Next, would you please put in the record an opinion on the Hun- 
garian parolees at present being under the purview of the Lodge 
amendment on joining the United States Armed Forces? 

Under the legal assumption that as far as their rights are concerned, 
they are still considered to be here in the United States without a 
legal status of permanent residence but are in effect only on 
a temporary stay. 

The question is: does the Lodge amendment by its language cover 
Hungarian parolees who were ‘temporarily present in the United 
States and away from their domicile, which is the last refugee camp 
where they lived before coming to the United States? 

Do these Hungarian parolees take with them the inherent rights 
they obtain by becoming refugees and becoming enrolled in an escapee 
or a displaced persons or a refugee camp in Western Europe? 

Or by the fact of transportation under United States auspices, have 
they at some point lost those rights? 

If they have lost them, by what means did they lose them and at 
what point did they lose them? 

Would you also put in the record a statement of the administration 
as to when there will be a recommendation for citizenship for the 
Hungarian parolees, or an establishment of a permanent status for 
them on their stay in the United States? 

Mr. Curtis. Will the gentleman yield? 

Mr. Furron. When will their position be adjusted on a permanent 
basis so that these people who are Hungarian parolees within the 
United States can look forward to a definite time of adjustment? 

I will be glad to yield. 

Mr. Curtis. Hasn’t that recommendation already been made? 

Mr. McCottivum. Yes, sir. As you well know, sir, this is up to 
Congress to legalize the Hungarian parolees. There are now at 
least three bills in the committee that have been presented to ac- 
plish this fact. 

It would be, of course, impossible for us therefore to give the timing 
since we would not know when it would come out of committee and be 
presented on the floor of the two Houses. 
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Mr. Fuuron. Well, can you put in the present status of it? I 
realize that there have been several recommendations by President 
Eisenhower that it be done. 


Mr. McCotium. And the actual bills have been introduced. 

Mr. Futron. I am trying to get something on the record here that 
will be of informational value to the thousands of Hungarians who are 
in this country, asking those same questions. 


Mr. McCotitum. What bills have-been introduced and where they 
stand? 


Mr. Fuuron. Yes. 
(The information requested is as follows:) 


According to the Department of Army, Hungarian refugees who have been 
paroled into the United States are unable to enlist voluntarily and are not subject 
to the draft under the laws and regulations which are applicable to United States 
citizens or persons who have been admitted to the United States with a visa. 

However, the Department of Army announced on November 25, 1957, that the 
appropriate Army regulations had been amended to make it possible for qualified 
Hungarian parolees in the United States to enlist in the United States Army under 
the provisions of the Lodge Act. Currently under the Lodge Act, a person must 
enlist for 5 years and if he is given an honorable discharge, he is eligible to apply 
for United States citizenship. 

With respect to the questions as to the establishment of permanent status of 
Hungarian parolees, the President, in a special message to the Congress requesting 
legislation to amend the Immigration and Nationality Act (Public Law 414) and 
for other reasons, stated in part: 

‘‘Most of the refugees who have come to the United States have been admitted 
only temporarily on an emergency basis. Some may ultimately decide that they 
should settle abroad. But many will wish to remain in the United States perma- 
nently. Their admission to the United States as parolees, however, does not 
permit permanent residence or the acquisition of citizenship. I believe they should 
be given that opportunity under a law which deals both with the current escapee 
problem and with any other like emergency which may hereafter face the free 
world. 

“T urge the Congress promptly to enact legislation giving the necessary dis- 
cretionary power to the Attorney General to permit aliens paroled into the United 
States, who intend to stay here, to remain as permanent residents. Consistent 
with existing procedures, provision should be made for submission of the cases 
to Congress so that no alien will become a permanent resident if it appears to the 
Congress that permanent residence in his case is inappropriate. Legislation of 
this type would effectively solve the problem of the Hungarian escapees who have 
already arrived, and furthermore, would provide a means for coping with the cases 
of certain Korean orphans, adopted children, and other aliens who have been 
granted emergency admission to this country and now remain here in an indefinite 
status.”’ 

The President’s recommendations pertaining to the regularizing of the admis- 
sion of thousands of Hungarian parolees into the United States was embodied in 
H. R. 4205, introduced by Congressman Keating on January 31, 1957, but failed 
to leave the committee. This bill with technical revisions and embodying the 
same recommendations for Hungarian parolees has been reintroduced in the 
present session of Congress by Congressman Keating in H. R. 11167, dated 
March 5, 1958. 

Other bills which would also regularize the status of Hungarian parolees in the 
United States are set forth in Congressman Feighan’s bill, H. R. 11033, dated 
February 27, 1958, and that of Senator Dirksen in his bill 8. 3391 dated June 24, 
1957. 

The Keating bill not only provides for the admission of parolees for permanent 
residence, but would also authorize the Attorney General to grant permanent 
residence status in the United States to all future parolees as well as the present 
Hungarian parolees. In other words, the act would provide for continuing author- 
ity of the President and Attorney General to admit refugees to the United States 
as the occasion arose. This bill for the benefit of Hungarian parolees in the 
United States sets forth more completely the President’s position as well as his 
recommendations for action by Congress in this respect. 
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The Feighan bill deals specifically with the Hungarian parolees presently in the 
United States and provides for adjustment of their initial entry into the United 
States from that of temporary to permanent residents. This bill does not in any 
way affect the present parolee authority contained in section 212 D (5) of the 
Immigration and Nationality Act of 1952. 

The Dirksen bill provides for the adjustment of the residence of any alien to 
that of permanent residence, who is or has been paroled into the United States 
by the Attorney General. The passage of this bill would include the change of 
the temporary status of the present Hungarian parolees in the United States to 
that of permanent legal residence. This bill also does not affect in any way the 
present law sartaliieie to the admission of parolees by the Attorney General but 
it would limit the number of parolees granted permanent residence in the United 
States during any fiscal year to 68,000. This number would include aliens who 
would not necessarily be termed as refugees or escapees. 

The foregoing legislation pertaining to the adjustment of status of Hungarian 
parolees in the United States is still in committee. 

Acting Chairman Moraan. Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. That amendment recom- 
mended by the administration regularizing the status of Hungarian 
parolees was offered before the full Committee on the Judiciary by 
Congressman Keating, of New York, and was not accepted by the 
committee. That was last year. 

Mr. Futron. Would you amplify, because that is what I am trying 
to bring up to date. From that point on, what is the history? 

Mr. Curtis. I do not know whether the committee has taken it up 
further. 

You speak, on page 2, Mr. McCollum, of the United States Govern- 
ment policies and programs in refugee and migration matters. 

Now am I right in saying that our major legislation on that subject 
was to give added visas to refugees and escapees? 

Mr. McCouuvum. You are referring to the special immigration bill 
of 1957? 

Mr. Curtis. And the refugee relief bill of 1953. 

Mr. McCo.tuum. And the more recent one which allows for admit- 
tance by visa of 18,656 refugees. 

That is the congressional action, as far as admitting people to the 
United States, but much of our work is done in helping these people 
resettle in other countries of the world, also, which is part of the pro- 
gram for which we are here requesting. 

Mr. Curtis. The provision for special visas has pretty well run out 
now, hasn’t it? 

Mr. McCotuium. The Refugee Relief Act expired a year ago, but 
the new act that was just signed into law September 11 of last year, 
is Just getting started. 

Mr. Curtis. And part of the $22 million plus that you ask for here 
is to pay for expenses that are brought about by that work? 

Mr. McCotium. No, sir; one of the $22 million in these programs 
deals with that immigration. 

We have asked for a supplemental appropriation which has already 
been passed by the House and is now in the Senate, and I believe it 
is now in committee, to implement the entire Public Law 85-316, 
which was the special immigration law you passed, and in one section 
of that, section 15, it deals with refugees and those people would be 
issued visas in the areas around the world and would come to this 
country without direct United States financial assistance as far as 
transportation is concerned. That is, they would not come under the 











MUTUAL SECURITY ACT OF 1958 1379 


Migration Committee’s jurisdiction unless they were—except the 
refugee-escapee who might qualify under the revolving fund or for 
USEP assistance. 

Mr. Curtis. Therefore, there is not much expense to our Govern- 
ment entailed except administration expenses in connection with 
those refugee programs? 

Mr. McCo.tuium. Under the immigration law; yes, sir. There is 
not much expense except administrative as far as we are concerned. 

Mr. Curtis. Now, the Intergovernmental Committee for European 
Migration is a multilateral program, of course? 

Mr. McCouuvum. Yes, sir; 27 free nations. 

Mr. Curtis. Is it under the United Nations? 

Mr. McCotuvum. No, sir; it is an independent, international organi- 
zation, and that is why I mention there are 27 free nations who got 
together in 1951 to help relieve population pressures in Western 
Europe, and at the same time help the more underdeveloped, under- 
populated areas around the free world. 

Mr. Curtis. And what proportion of the expenses of that program 
does the United States bear? 

Mr. McCo.uum. Not to exceed 45 percent of the contributions of 
all governments to operational expenditures up to $12% million per 
year. 

Mr. Curtis. And the same question relating to the United Nations 
High Commissioner for Refugees? 

Mr. McCouuvum. 33% percent of all government contributions, not 
to exceed $1,200,000 for the next fiscal year. 

Mr. Curtis. Thank you, Mr. Chairman. 

Acting Chairman Morean. Thank you, Mr. McCollum. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 1:15 p. m., the committee adjourned, to recon- 
vene at 10:30 a. m., Thursday, March 27, 1958.) 

Xx 





